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THE PROBLEM OF DEMOBILIZATION 
I. INTRODUCTION 


The most immediate of the problems which the coming of peace 
brings is demobilization. If it involved only the discharge of men 
from the army and the cancellation of government contracts, its 
solution would be simple enough. But these tasks bring events in 
their wake, and these events lead to more remote consequences. 
In fact, since modern warfare involves the whole industrial system, 
these are but aspects of a comprehensive process of economic 
organization. The men discharged are to be re-employed; equip- 
ment is to be made to serve new needs; and plants are to be con- 
verted to new uses. These physical readjustments involve the 
re-establishment of the organization of trade and industry, the 
revision of industrial relations between employers and employees, 
and the reconsideration of the whole scheme of authority and 
control in the industrial system. 

It is manifest that not even a pretentious volume, much less 
a single article, can follow the ramifications of this problem to its 
utmost limits. The discussion which follows is limited to a single 
aspect of the larger issue, namely, that of the transfer of “man 
power”’ from emergency to ordinary uses. This implies no dis- 
regard of the importance of plant conversion, changes in markets, 
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the revision of financial arrangements, and like matters. But, to 
keep the matter within limits, such questions, despite their impor- 
tance, are formally put to one side. They are recognized in the 
pages that follow only when they bear very immediately upon the 
problem of the occupational redistribution of men. 

It seems unnecessary to dwell upon the importance of an ade- 
quate handling of demobilization. It is enough to say that if the 
flow of labor back to ordinary occupations be kept in hand, we may 
avoid a glut of the labor market and the consequences which follow 
from it. On the contrary, if the process of redistributing labor 
once gets beyond control, the labor market will be glutted; a large 
volume of unemployment will result; labor standards painfully 
built up through many years of peace or under the stress of war 
will be swept aside; wages in many trades will fall seriously; the 
purchasing power of the groups which furnish the most stable 
demand for commodities will be crippled; anticipated profits, 
which furnish the motive for business enterprise, will be encroached 
upon; and there will come at least a possibility of a serious indus- 
trial depression. That the last event can come without a tendency 
to “bolshevism”’ few competent students of the situation believe. 

It is the purpose of the discussion which follows to analyze the 
larger problems of the redistribution of “man power” with the 
smaller ones which make it up, and to enumerate the contingencies 
upon which these questions hinge. These contingencies involve 
matters of factual investigation and matters of undetermined or 
unannounced policy. Out of such an analysis of the problem, 
translated into terms of quantity and definite decision, a program 
for demobilization must spring. It must be premised upon a 
knowledge of the military forces to be demobilized and the war 
workers to be involuntarily discharged. It must be carried 
through by means of a series of administrative decisions based 
upon constantly changing facts. Its precise terms must await 
decisions upon many questions of policy. The factual investiga- 
tions which underlie such a program and the uncertainties in 
policy by which it is conditioned must be set forth at some length. 

In brief, the problem of demobilization involves getting men out 
of the army and war industry and into ordinary employment. It 
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cannot be solved as it was in this country at the end of the Civil 
War and as England so disastrously tried to solve it at the end of 
the Boer War, by the simple discharge of men from military service 
and the immediate cancellation of war contracts. Demobilization 
must be in terms of industrial needs rather than by military units; 
the nation must be able to furnish employment to men as rapidly 
as they are mustered out; and discharge from war work must be 
correlated with civilian re-employment in order to leave to former 
soldiers and war workers no ugly intervals of idleness and depend- 
ency. Within this larger question lie three problems which require 
specific mention. 

1. The first is the problem of the rate of demobilization. It is 
to establish an equality between the rate at which the army is de- 
mobilized and war workers are involuntarily discharged, and the 
rate at which they can be reabsorbed into industry. 

2. The second is the problem of personnel. It is to fit men of 
varied talents and attainments into positions making varied 
demands upon them. 

3. The third is the problem of mechanism. It is to establish 
an organization and perfect devices by means of which men and 
positions may be brought together with dispatch and without waste. 


II. THE PROBLEM OF RATE 


The problem of rate, as the work implies, concerns the rapidity 
with which demobilization is effected. How speedily the whoie 
process moves is, perhaps, an affair of no great moment, except as 
it involves losses in human and material resources through delay 
in getting them back into ordinary uses. It is much more impor- 
tant that the two principa! movements, flow into the labor market 
and re-employment, should go on at the same rate. To determine 
what conscious control of these rates is possible we must separate 
each into its elements and enumerate the contingencies upon which 
it depends. 

1. The rate of flow into the labor market.—The flow of labor into 
the market for employment will, during the demobilization period, 
be made up of five principal streams. These are: (a) demobilized 
men now under arms abroad; (b) demobilized men now under 
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arms in the United States; (c) workers involuntarily discharged 
from munitions industries; (d) immigrants; and (e) young people 
coming upon the labor market for the first time. The rate at which 
each of these streams comes into the market is more or less subject 
to control. Since the governing factors vary from group to group, 
each of these rates will have to be discussed separately. 

a) The rate of release of men under arms abroad: The rate of 
release of men under arms abroad depends upon a combination of 
military and industrial considerations. Of these the most impor- 
tant are military expediency and shipping. 

Military expediency is of importance both for determining the 
time at which demobilization is to begin and for affecting its rate. 
Men cannot be released so long as the military situation requires 
their presence under arms; and, when release begins, they can be 
spared only as the passing of military necessity dictates. Since 
actual hostilities against an armed enemy are over, the first check 
upon the rate of release lies in the terms of the armistice which 
requires the presence for some months of large forces upon the 
frontier. A second check lies in the necessity of using men for 
police purposes even after peace in what were recently the Central 
Empires, in Russia, and in the Balkans. Circumstances now seem 
to indicate both that this necessity will exist for months or even 
years and that the work will fall in considerable part to American 
troops. Incidentally it may be added that military expediency is 
the limiting factor in the rate of discharge of men under arms 
abroad only in the event that, or at the times when, men are released 
less rapidly than available shipping can bring them home. The 
program for demobilization requires a constantly revised estimate 
of anticipated military needs abroad. 

It is more likely that shipping will prove to be the limiting 
factor in the release of over-seas men. The rate at which they can 
be returned can be ascertained only by estimating the tonnage 
available for transport service during the period of need. This 
inquiry resolves itself more specifically into the following matters 
of fact and policy. 

The amount of American shipping at the end of the war must 
be determined. A reasonably accurate anticipation of this at any 
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future time may be had in terms of prospective building. An esti- 
mate must be made of the real increase in transport facilities which 
can now be effected through a reorganization of shipping. This 
will include the addition of vessels now used for transport purposes 
and of cargo ships converted into transports. It will also include 
gains in tonnage from the discontinuance of circuitous routing and 
from a separation in the direction of the movement of supplies and 
men, both of which during the war went in the same direction. 
Lastly, the amount of shipping available for transport as against 
trade purposes must be determined. Strong pressure from com- 
mercial and shipping men will be used (as it has been during the 
war) to devote a large part of our merchant marine to capturing 
trade. In particular, commercial drives will be made upon South 
America and against Japan in the Orient. On the other hand, the 
sentiment of the American people will undoubtedly demand a 
speedy return of the soldiers. This presents a pretty clash over 
policy between trade and sentiment, and one that requires reduc- 
tion to precise terms. : 

The availability of foreign ships for the transport of American 
soldiers is still undetermined. We relied heavily upon British and 
neutral tonnage to get our soldiers to France; but it is not certain 
that they can now be relied upon to get them back. Britain will 
be under obligations to give preference to the troops of her own 
colonies. In addition, there will be an insistent mercantilist 
demand for immediate use of her ships in foreign trade. Whether 
German vessels, now tied up in her own and neutral ports, will be 
available is still undecided. A chance to use them may come from 
their confiscation, from accepting their use as part payment of 
an indemnity to the Allies, or from an understanding with the suc- 
cessors of our erstwhile enemy. These uncertainties involve so 
large a percentage of possible tonnage as seriously to affect the 
rate at which soldiers can be brought home. 

The assumption above has been that men are to be mustered 
out of service as rapidly as the military situation and transporta- 
tion facilities permit. American sentiment demands the return of 
husbands and sons with the utmost dispatch. The belief is uni- 
versal that if they are returned faster than they can be absorbed 
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into industry it is better to stimulate employment than to retard 
demobilization. But the possibility of equalizing employment 
with discharge by checking the rate at which men are mustered 
out of service is an alternative that must be considered. Ii it 
becomes an actuality, shipping ceases to be the limiting factor in 
the problem. Such a retarded discharge may be the result of 
conscious policy or it may come about by accident. 

If it is decided to demobilize the over-seas men at a rate slower 
than transport facilities warrant, the movement may be retarded 
either in Europe or over here. If the delay occurs abroad, soldiers 
will probably be formed into new units for the industrial reconstruc- 
tion of Europe or large numbers of them may be given vocational 
education. These uses are contingent upon understandings with 
the nations within whose boundaries the work is to be done and 
upon the formulation of an educational program for the emergency 
by the government at Washington. It is possible that a combina- 
tion program of work and study may be undertaken, on the plan 
of “learning by doing.’”’ If the delay occurs in America, as is more 
probable, the men will be utilized upon public works or taken to 
cantonments and kept under military control without work. In 
this event they will be discharged gradually as the increase in the 
volume of production gives assurance of employment. This, how- 
ever, raises the query whether the resumption of industry cannot 
be hastened, to the end that the interval between arrival in this 
country and discharge from the army be eliminated. 

In passing it is worthy of note that unless care be taken, accident 
may make the rate of discharge slower than transportation facilities 
allow. Even if our soldiers are returned as fast as possible, there 
will still be left in France a considerable number who are not needed 
for military purposes. ‘To avoid the waste of man power they may 
well be used in reconstruction work. But unless careful attention 
is given to transport facilities before entering into agreements with 
France, Belgium, or Russia, the obligations of our government may 
involve holding men abroad after facilities are available for their 
return home. Again, there is a chance that the extent of our own 
public works may hold military units beyond the time when men 
could find more permanent employment in the expanding industrial 
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system. In either case the rate of discharge is unintentionally 
arrested. 

b) The rate of release of men under arms here: The rate of 
release of men under arms in the United States is, perhaps more than 
any of the other rates, subject to control. It may be decided to 
speed discharge or to delay discharge according to the amount of 
available employment. But in view of the popular sentiment 
demanding a return of kindred, and of political pressure to reduce 
the national budget with the utmost dispatch, it is doubtful whether 
discharge of these men can be long delayed. In addition it seems 
much wiser, as a matter of public policy, if the men cannot be reab- 
sorbed into industry, to utilize their labor effort upon public work 
of permanent value than to allow it to go to waste. An alternative 
that will doubtless be considered is training them and sending them 
overseas to take the place of men longest in service abroad. If 
transport is the limiting factor in the discharge of the army abroad, 
such a plan merely accentuates the problem. But if military need 
controls demobilization, men going abroad make possible a more 
rapid discharge of the army in Europe. In this event the question 
ceases to affect the rate of demobilization and becomes one of per- 
sonnel. 

c) The rate of release of war workers: The most troublesome 
factor in the problem is the rate of release of workers in war indus- 
tries. The rate of discharge of soldiers is subject to the direct con- 
trol of a single authority, that of war workers to many. Public 
opinion, too, is much more concerned with finding positions for 
returning soldiers than with avoiding the unemployment of men 
and women at present engaged in industries with a frail hold on 
life. In addition it is by no means improbable that to those dis- 
charged from war industries must be added a host from non-war 
industries where places have been given to soldiers. Thus one 
employment problem, instead of being solved, may be translated 
into another. It is more likely that, because of imperfect control, 
the war workers will be turned loose to flood the market and that, 
later, soldiers will be discharged into a market already glutted with 
surplus labor. Even before the armistice was signed many laborers 
were discounting discharge by returning to non-war employment. 
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The change can be avoided and the rate can be controlled only by 
the establishment of a central agency for the clearance of all con- 
tracts and a policy for their gradual cancellation. Even at best 
this will provide a very uncertain check upon the rate of flow of 
ex-war workers into the labor market. 

d) The rate of immigration: The rate of immigration is sub- 
ject to control both by conscious decision and by the physical fact 
of shipping. If we choose we may prohibit all immigration so long 
as there appears to be danger of an oversupply of labor. Or, 
instead, we may prohibit the coming of certain types of immigrants 
most likely to interfere with employment here. In fact, the pres- 
ent law imposes serious handicaps upon the entrance of unskilled 
labor into this country. In addition it is more than possible that 
many European countries will impose restrictions upon emigration, 
despite the desires of many people of the war-r: > countries to 
come to America. If the discharge of men over: as were to start 
at once the limited supply of shipping would jp.ove an effective 
check upon immigration until the army is demobilized. If it is to 
be delayed for some months, despite the poverty of Europe, there 
is a prospective flood of immigrants to be faced and an immigra- 
tion policy to be framed. 

e) The rate of entrance of new labor into industry: In addition 
to the groups mentioned the stream of young men and women seek- 
ing employment for the first time will flow on as usual during the 
demobilization period. The shorter the period of demobilization 
the fewer of them there will be to be reckoned with. But while 
their numbers add to the seriousness of the problem, it does not 
follow that demobilization should be effected slowly merely in 
order to prevent the problem from being complicated by large 
numbers of the industrially uninitiated. 

Together these factors determine the rate at which workers are 
to flow into the labor market. Together they determine the rate 
at which employment must be found for them. Some of the con- 
siderations mentioned above can be reduced to definite statement 
by securing facts more or less accessible. Others depend upon 
future policy which can be anticipated with fair precision. Still 
others rest upon events and judgments still too uncertain for any- 
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thing more than a guess. While such uncertainties prevent an 
accurate statement of the rate of discharge, it is obvious that the 
wider the range of information and the more accurate its character, 
the more fearlessly and intelligently can the problem of controlling 
the rate of discharge from the army be met. 

2. The rate of absorption into industry.—The rate at which indus- 
try can be made to absorb returning soldiers depends upon con- 
siderations fully as uncertain as those mentioned above. It is tied 
up with a reorganization of an economic system to meet the needs 
of peace. It has all the uncertainties which accompany a process 
subject to conscious human control. This rate depends upon the 
following considerations. 

a) The physical capacity of industry: The opinion is quite 
general that within a comparatively short period the industrial 
system can easily absorb all of the demobilized soldiers and all dis- 
charged war workers. If the “plant capacity” of the country were 
the only factor determining employment this judgment would prob- 
ably be correct. But since the industrial system is a highly com- 
plex and delicate one many other factors affect employment. Plant 
capacity at best determines the maximum limit of available employ- 
ment. The “physical productive capacity of the country”’ includes 
farms, mineral resources, factories, commerce and professional and 
personal service. In each of these cases there is a limit upon the 
number of men which can be used. Farms might take very large 
numbers, providing laborers were willing to take the progressively 
smaller returns which come from intensive cultivation, but an effec- 
tive check upon agriculture’s power of absorption is the unfitness 
of the great mass of soldiers for farm life. The resources of mines 
are indefinite, but the fact of limited equipment restricts their 
demand for labor. While “plant capacity” in manufacturing now 
runs far larger than ever before, its accommodations for labor are 
limited by the uselessness of much of it for peace-time production. 
Likewise commerce, the professions, personai service, and what not 
are effectively limited in the number of laborers which they can 
absorb. 

6) The organization of the industrial system: The amount of 
employment inherent in the plant capacity of the country can give 
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at best only the maximum demand for labor. It by no means 
follows that this volume will be immediately available or that it 
will open fast enough to accommodate all who enter the labor 
market. This maximum can be obtained only if the system is so 
well organized that all the productive capacity is fully utilized. If 
business lags, if the “rhythm” of activity is manifest in a period 
of “low’’ output following the “peak”’ of war-time production, if 
a depression comes, the demand for labor will be far smaller than 
this calculation shows. It may fall even to the vanishing point. 
To absorb labor at the proper rate the organization of industry must 
be working smoothly enough to re-employ rapidly all productive 
resources. Whether such a process of reorganization can be 
obtained depends upon the ability of the government to meet the 
emergency with a wise policy. 

Many well-meaning and thoughtful people insist that this maxi- 
mum determines the effective demand for labor and that no action 
is necessary to prevent a glut of the labor market during the coming 
crisis. Despite the fact that men are beirg rapidly thrown into 
the market, they believe that “the simple and obvious system of 
natural liberty” will offer an easy solution. They are content to 
leave “industrial initiative’’ to solve the problem or to let the prob- 
lem take care of itself. They know that, where the government 
does not interfere, the active impulse in getting labor and capital 
employed and their several employments organized into an indus- 
trial system is the employer’s expectation of profits. If he foresees 
a profitable market for his wares he will hire laborers, buy raw 
materials, and incur the other expenses of production. This in- 
volves employment for laborers, and demand for the goods of 
other concerns. If he foresees a small market or none at all, he 
will allow his plant to stand partially or wholly idle and will 
give employment to few laborers or none at all. Since all other 
employers do likewise, the problem of employment receives a simple 
and obvious solution. Thus the effective organization of all its 
elements into an industrial system is contingent upon a correct 
anticipation of markets and profits by employers generally. The 
question is whether this reliance upon the initiative of employers, 
impelled by anticipated profits, can be depended upon for the reor- 


t 
{ 


THE PROBLEM OF DEMOBILIZATION 931 


ganization of the industrial system upon a peace basis in the present 
emergency. 

For two reasons this reliance seems misplaced. In the first 
place ordinary business practice cannot be depended upon speedily 
to secure the full employment of all productive resources. The end 
of the war will bring a threat to the employer’s profits. The can- 
cellation of government contracts aggregating at least ten billion 
dollars will rob a large part of the employers of profitable markets. 
With all due allowance for making up “‘deferred maintenance” and 
for renewal of depleted stocks, it seems idle to expect to find an 
aggregate demand of this size springing up very soon to take its 
place. The threatened loss to these industries is a threat of a low 
market to other industries supplying raw material, and of under- 
employment to the laborers concerned. This discourages buying, 
which in turn threatens profits. In addition, such disturbance of 
markets is invariably accompanied by a fall of prices, which further 
discourages business enterprises and prevents the full utilization of 
productive resources. From this threat of falling prices not even 
the best-situated establishments are exempt, for their profits depend 
upon sales to the employees in establishments now threatened with 
curtailment or suspension. In the absence of a plan designed to 
accelerate business enterprise, an industrial depression of greater or 
less magnitude is threatened, attended by idleness of plants, unem- 
ployment of labor, and waste of human and material resources. 

In the second place ordinary business practices cannot be 
depended upon to secure within the period of demobilization a 
proper distribution of materials and men among different industries. 
The early end of the war has made it easier for plants to find their 
way back to peace uses. But if each of the producers supplying a 
part of the ten billion dollars’ worth of goods to the government is 
to be left to decide for himself what he shall produce, the immediate 
result will be the overproduction of certain goods by some, the 
underproduction of other goods by others, and nonproduction by 
still others who see no profitable markets. The losses attending 
overproduction will impose a check upon business enterprise and 
lead to a still further disorganization of the system. Of course 
sooner or later business will expand and eventually the system can 
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be made to absorb all the capital and labor, at least all that survives. 
But this readjustment by a process of trial and error is wasteful and, 
in view of the magnitude of the task, slow. At best, it is a poor 
alternative to a carefully formulated plan which approaches the 
problem as one of industrial organization and attempts to formulate 
principles for the proper apportionment of men and materials 
between different industries. 

In lieu of this a positive governmental plan seems far better. It 
should serve the double end of providing “ buffer’? employment for 
the surplus labor discharge from the army and of stimulating the 
resumption of peace-time industry as rapidly as is consistent with 
stability. The first demand can best be satisfied by a system of 
public works,’ such as railroad improvement and extension, irri- 
gation, highways, housing, etc. This can be undertaken by the 
federal government, by the states, and by municipalities. The 
second demand can be met by removing the unnecessary uncer- 
tainty which employers will face and by quickening the expectation 
of profit, the motive which speeds the reorganization of industry. 
To this end the most effective devices are perhaps a plan for con- 
version of plants to the end that they be properly proportioned in 
the production of various commodities, a governmental under- 
writing of the risks of business, and a proper distribution of govern- 
ment orders. The government has the right to prescribe the 
conditions under which these privileges are extended. It can, 
therefore, avoid much of the waste of the transition period by mak- 
ing the maintenance of a minimum of labor standards a condition 
of the extension of credits. Only through the stimulation offered 
by some such devices can a level of production be maintained which 
will insure full employment to the men discharged. 

c) Estimate of probable demand: It is manifest that any con- 
scious attempt to secure equality between the rate of flow into the 
labor market and the rate of opening of new employment through 
conscious control of any of the factors is impossible without at 
least an approximate estimate of anticipated employment. This 
involves a double calculation of the total employment eventually 
to be offered and of that available in the immediate future. 
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In determining the total it seems reasonable to assume that the 
industrial system to be re-established will be much like that which 
prevailed before the war. If we assume that old business will be 
resumed, that nonessential industries will once more attain their 
former positions, and that essential industries need no longer prac- 
tice economy in the use of man power, we shall have a fair basis 
for the calculation of new employment. The employment figures 
obtained by a comparison of present with pre-war conditions can 
be checked by translating a similar comparison of the volume and 
distribution of production into terms of employment. The results 
of this hypothesis need to be modified in the light of known factors 
which will make the new peace-time volume of production and of 
employment different from that which existed before the war. 
Among such conditions are the increase in the plant capacity of 
the country, the retention of the policy of rationing raw materials, 
the continuance of the war-time practice of granting licenses in 
foreign trade, the introduction of large numbers of women into many 
branches of industry, and like changes. 

In determining the amount of employment available in the near 
future, the best point of departure is probably a calculation based 
upon reports by employers of their future demands for labor. This 
estimate can be revised in the light of what is known about the 
government’s policy for the cancellation of war contracts together 
with estimates of future business prospects. In the consideration 
of the latter many items will have to be taken into account which 
the business man commonly overlooks. These include such things 
as the future tax policy, the continuance or noncontinuance of 
priorities, the future trend of exploitative commerce, and the like. 
In particular the strange behavior of such things as the course of 
international values, the domestic price level, and domestic rates of 
wages, all must appear in the reckoning. Above alli, in making the 
final estimates, careful consideration must be given to the incidence 
of general business conditions in an era of rapid industrial reorgani- 
zation upon the fortunes of particular businesses and hence upon 
the level of employment. Such a calculation can for a time, say 
three nionths ahead, be only an approximation. But as the figure 
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for a date three months hence becomes one for two months and 
again for one month hence, it can become more and more accurate. 
Besides, the method of trial and error, with the help of a careful 
check upon results, will reveal a percentage to be allowed for cor- 
rection of estimates, and this will gradually become more and more 
reliable. 

d) The control of the demand for labor: Calculations such as 
these are intended to furnish a basis for a control of the rate of 
absorption into industry. It must not be forgotten that the larger 
problem of demobilization is to be solved by equalizing the rate at 
which industry can absorb men with the rate of flow into the labor 
market. Absorption must be as rapid as discharge if a glut of the 
labor market is to be prevented. If it be more rapid, so much 
the better; for the higher it is, the easier becomes the solution of the 
problem. The conscious adjustment of the rate to meet the demand 
for employment raises the following considerations. 

In the first place it is necessary to open employment fast enough 
to accommodate the total flow into the labor market. A policy 
which accommodates the surplus from the army by denying employ- 
ment to discharged munitions workers defeats its own ends. 
Accordingly, if the problem is not to be muddled, the rate of total 
absorption must be much higher than that of the discharge of 
soldiers. It need not be high enough to absorb both bodies; for 
large numbers of the laborers will be set to new work in the estab- 
lishments in which they are employed, and many war workers, 
lured into industry for the time by high wages or patriotic motives, 
will voluntarily retire. But how large this volume will be and at 
what rate it will open needs to be determined as definitely as pos- 
sible. In passing it is of note that while discharged soldiers will 
come upon the labor market in a steady flow, the munitions workers 
are likely to be thrust upon it peil-mell in a body. In fact the crux 
of the problem is to prevent the disorganization of the labor market 
which the discharge of this large body of civilian workers threatens. 

In the second place the rate of absorption can be increased by 
a conscious policy aiming at a maintenance of the level of produc- 
tion and of employment. The underwriting of production risks, 
the apportionment of government orders, the careful planning of 
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the cancellation of government contracts, and like devices, already 
suggested in other connections, are means to this end. 

In the third place a temporary check upon the rate of flow into 
the labor market may be provided through buffer employment. 
National, state, and municipal governments alike need public 
works. Railroad extension and deferred maintenance, waterways, 
road construction and repairs, housing, public utilities of one kind 
and another are all worth undertaking. These expenditures are all 
subject to conscious public control. They can be made to yield 
employment just at a time when the threat of a glut of the labor 
market is most acute. Since the control which sanctions the proj- 
ect can also impose conditions these operations can be used to 
stabilize and standardize conditions of labor. But if these under- 
takings are left to the separate action of one federal government, 
forty-eight distinct states, and two hundred cities, the very pur- 
pose which they are to serve will be seriously impaired. There is 
every reason ior thinking that under so many separate plans the 
volume of employment will not progressively correspond to the 
need for it. Without interfering in the least with the right of state 
or city to spend its money for what it likes, a consistent plan can 
be recommended to these varied authorities specifying the time at 
which each should begin its public works. By this device of 
“staggering”? public works, employment can be found for the 
excess of labor which industry cannot take, it can expand as this 
surplus increases, contract as it contracts, and gradually pass off 
inte nothing as the resumption of the ordinary industry of the 
country makes buffer employment unnecessary. 

To sum up, it is clear that the rate of absorption into industry 
is the active and variable factor in the demobilization problem. 
It must be adjusted to the rate of discharge from the army as well 
as the reverse. This can be done by the use of public works and 
a governmental plan for the speedy return of industry to a peace 
footing. This involves no policy of meddling on the part of the 
state. It implies no undue extension of control after the transition 
to peace has once been effected. It is a mere device of effective 
organization for meeting a crisis as grave as that presented by the 
war itself. 
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Ill. THE PROBLEM OF PERSONNEL 


Within the confines of this larger problem lie a multitude of 
particular problems relating to the adjustment of men and tasks. 
In the transition to peace there is grave danger of a reckless sacrifice 
of human and material resources. If this is to be avoided, men 
must be put into positions for which their aptitudes and training 
fit them, and tasks must be assigned to those competent to fill them. 
To accomplish this the discharged soldiers must be distributed into 
occupational groups and the employment made available must be 
similarly classified. On this basis for each of the many groups an 
equality must be established between the rate of discharge and the 
rate of absorption into industry. This task falls naturally into 
several parts, each calling for inquiry or decision. 

1. The collection of information.—A series of adjustments, as 
comprehensive and delicate as these, can be made only on the basis 
of the most comprehensive and accurate information. This 
involves a classification alike of personnel and of positions. 

An adequate basis for the division of men into occupational and 
local groups is to be found in the work already done by the Com- 
mittee on Classification of Personnel in the army. But since the 
object of classification in the demobilization period will be the 
utilization of men in an industrial system organized for peace, it will 
doubtless have to be amplified and revised. It is evident, for 
instance, that the pre-war experience of the soldier and his prefer- 
ence of work should count more heavily than they do now. Since 
he must have a choice of work and of residence, there must be a 
cross-classification by localities in which soldiers prefer to settle. 
In all of this the revision of present lists must be guided by the 
fact that the classification is to be used for civilian rather than for 
military purposes. 

In a similar way a classification must be made of employment 
available at the end of the war in terms of demand by occupation 
and by locality. It is important that this also include the time at 
which various groups of positions will become available. 

2. The adjustment of men and places.—Such a census of men and 
employment will doubtless reveal many discrepancies between the 
sizes of occupational groups and the number of positions available 


\ 


THE PROBLEM OF DEMOBILIZATION 937 


for them. If the classification of employment is limited to only 
those jobs which will be available at the end of the war in case the 
government furnishes no aid, its volume will probably be found 
inadequate. For these reasons the most careful foresight is neces- 
sary to insure the closest approach to an equality between the 
supply of and the demand for particular kinds of labor. 

To this end of closer equality occupational and local groups can 
be adjusted in response to the distribution of the demand for labor. 
A classification of men, not only by occupations for which they are 
best fitted, but also in terms of the alternative employments in 
which they can engage, gives a wide margin for adjustment. In 
addition the skill and training of the men are not unchangeable. 
If an accurate estimate can be made of the distribution of employ- 
ment at the end of the war, a system of vocational education may 
be used to-increase the numbers in the occupational groups for 
which the demand is heaviest at the expense of groups less sought 
after. The comparatively slow rate at which the army will be 
demobilized gives ample time for the use of a system of this 
kind. 

In a similar way employment can, within prescribed limits, be 
adjusted to the capacities of the men. To that end each position 
available should be listed in terms of the occupational qualifica- 
tions best suited, and those next best suited, to fill it. More 
important still, the employment made available by government 
action can be adapted to the distribution of skill and training 
among the men to be discharged. A careful comparison of the 
employment which will come without government action, distrib- 
uted by occupations and localities, with the personnel of the army, 
similarly distributed, will reveal the greater shortages in the 
demand for particular types of labor and in particular places. 
These shortages can be taken into account in formulating a plan 
designed to maintain the level of production and of employment 
during the transition period. This plan must provide for types of 
skilled labor which otherwise will be without a market. In par- 
ticular it is of note that the war has brought about a great increase 
in the number of the semi-skilled, particularly in the mechanical 
arts, for which some provision must be made. 
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3. The complication of non-economic factors.—These problems of 
personnel are complicated by considerations of a personal and com- 
munity character. Shall priority in discharge be given to the man 
who has a business of his own at home, a job promised him there, 
or independent means and a willingness to shift for himself? Shall 
prospective soldiers of fortune who wish to see Europe or students 
who wish to enter European institutions be mustered out of service 
on the other side? ‘Shall married men be allowed to plead their 
status to gain an early return and shall those who have wives in 
France, England, or Ireland be counted, for this purpose, as “ mar- 
ried men”? These questions are typical of many which must be 
cleared up before the personnel question can be settled. 

In addition, various community problems enter to confuse the 
matter. Housing, school facilities, decent working and living con- 
ditions, are of importance in the allocation of men. At atime when 
the government exercises such control over man power it is incon- 
ceivable that it should use a plan for returning soldiers to civil life 
which does not rest upon a determination to place them in such a 
way that they will have a chance to live healthy, decent, well- 
rounded lives and to be socially minded residents in their respective 
communities. 


IV. THE PROBLEM OF MECHANISM 


The third of the problems of demobilization is that of creating 
a mechanism for the return of the soldiers to civil life. _Demobili- 
zation will involve not sc much legislation as a series of administra- 
tive judgments, and its success will depend upon the quickness with 
which these can be made. This depends in the last analysis upon 
the range and accur~ cy of information at hand and upon a mecha- 
nism for translating judgments into accomplishments. ‘This mech- 
anism must be at once comprehensive, flexible, and simple. It 
must include an organization and all the devices necessary for 
handling the men from the time their military duties are done 
until they are again permanently re-employed. It involves an 
agreement between the War and Labor departments upon a com- 
mon nomerclature of occupational terms. It may necessitate the 
completion of the process of demobilization upon shipboard to avoid 
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delay in port. It will probably involve the reorganization of the 
army into new units, based upon occupational status, for demobi- 
lization purposes. Above all, the mechanism established must give 
expression to the fact that three thousand miles separate the main 
stream of new laborers and their new jobs, that inevitable delays 
will be experienced in placing men, and that expedition is the 
essential requirement of successful demobilization. 


Vv. THE END OF THE MATTER 


The purpose of this discussion has been to indicate the nature 
of the problem of demobilization, to resolve it into its various parts, 
and to point out the contingencies of fact and policy, determined 
or undetermined, upon which its solution must rest. The trans- 
lation of the program into terms of procedure and the allocation 
of the various tasks among the various governmental agencies 
which ramify from Washington are things of no interest to the 
reader of this article. 

Inevitably the question will be raised whether the problem can 
be handled in such a way as to prevent a glut of the labor market 
and its attendant consequences in the waste of human and material 
resources. To this question an uncertain answer must be given. 
Fortunately several factors point to a favorable solution. There 
is every evidence that the discharge of men under arms abroad will 
come slowly. The cancellation of government contracts and the 
indirect release of war workers is likely to be retarded. In deferred 
maintenance, in retarded industrial expansion, in depleted stocks, 
there is a considerable potential demand for goods that may imme- 
diately be quickened into actuality and into employment. 

But, when all is said, it cannot be overlooked that at bottom the 
problem is one of the rapid reorganization of an industrial system 
in which guidance resides in pecuniary motivation. It must readily 
be granted that the physical capacity of the country holds places 
enough and to spare for all our displaced laborers. But ordinary 
business principles and individual initiative cannot be depended 
upon to secure the desired result without great delay and great 
waste. A program of control can succeed. But, to be effective, 
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it must be based upon the most comprehensive and the most up-to- 
date information, it must combine harmoniously a series of closely 
related policies, and it must involve the most capable co-ordination 
of effort to a single end among a large number of governmental 
agencies. Its success is contingent upon a series of quick adminis- 
trative decisions adapted to the rapidly changing circumstances 
of the problem. 

Its success is rendered all the more uncertain by three other 
eternal factors which confuse the problem. The first is public 
opinion. In its ignorance of industrial organization and its dis- 
regard of the questions involved in the problem it will cry out for 
a rate of speed which will tend toward industrial disorganization. 
The second factor is political pressure. By congressional fiat some 
of the issues of the probiem are already beyond administrative con- 
trol. Others run counter to the laudable ambition of many con- 
gressional leaders to get out of the war with the utmost dispatch 
and to stop expenditure at the earliest moment. The third factor 
is that of administrative personnel. A program must be converted 
into action by men many of whom are too much concerned with 
the prestige of their own departments to do effective co-operative 
work. More serious still, it has always been unfortunately true that 
many administrators can deal with a problem only after it has been 
converted into a series of contacts with people who count, and 
consequently has become a mere means to personal prestige. But, 
however these factors may count in the balance of forces for or 
against an intelligent solution of the problem, we shall see what 
we shall see. 


PRODUCTION AFTER THE WAR 


There appears to be a widespread belief that the chief industrial 
task for a long period of time will be the replacement of the capital 
equipment and durable consumption goods that have been worn 
out or destroyed during the war, and that the capital equipment— 
the tools of production—has been so impaired in at least certain of 
the belligerent countries that production will not reach the normal 
maximum for several years. It is the purpose of this paper to show 
that this belief is unwarranted. To this end an analysis will be 
be made of the statistics of occupations to determine what portion 
of the economic energy of the United States is normally devoted 
to the repair and replacement of the goods in question. 


I. PRODUCTION OF DURABLE GOODS 


In 1910 there were 38,167,336 persons ten years of age and over 
gainfully employed in the United States. These were distributed 
among the various occupations as follows: 


OCCUPATIONAL CLASSIFICATION OF PERSONS GAINFULLY 
EMPLOYED IN 


No. Engaged _ Percentage 
Agriculture, forestry, and animal hus- 


Extraction of 1,059,961 2.8 
Manufacturing and mechanical industries. 10,855,224 28.4 
Public service (not elsewhere classified) . . . 532,753 1.4 
Professional 1,712,489 4.5 
Domestic and personal service .......... 3,795,133 9.9 


*Compiled from Table VI, general tables, Vol. IV, of the Thirteenth Census. This table differs 
from Table I, Vol. IV, of the Census, in that persons engaged in clerical occupations are distributed 


through the other occupations. 
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It thus appears that approximately one-third of the persons gain- 
fully employed were engaged in agriculture, forestry, and animal 
husbandry, a little more than one-third in the manufacturing and 
mechanical industries, transportation, and the extraction of min- 
erals, and a little less than one-third in trade and in public, pro- 
fessional, and personal service. It is evident that of these eight 
classes of occupations those persons that were engaged in the pro- 
duction of durable goods will be found in the first four classes, with 
slight additions from the fifth and seventh classes. 

Considering each of these six divisions in order, we find, first 
that of those engaged in agriculture, forestry, and animal husbandry 
the following number of persons may be considered as having been 
engaged in the production of durable goods: 


Persons Engaged 

Nursery and orchard foremen, managers, and laborers 37,632 
Irrigators and ditch tenders. 2,883 
Blacksmiths, engineers, and machinists .............. 3,877 


* Assuming that 5 percent of the work of the farmers and farm laborers is devoted to the con- 
struction and repair of farm equipment. 
t Includes woodsmen and lumbermen. 


In arriving at the number of persons within the second group 
that were engaged in the production in question, those that are 
listed as engaged in prodvction that does not issue into durable 
goods will be deducted from the total number engaged in the 
extraction of minerals. The following may be said to belong to 
this group of producers: 


Persons Engaged 
Salt mines, wells, and factories...................05: 6,176 


*This is seven-ninths of the total number of persons coal-mining. About one-third 
of the coal mined is used in manufacturing, and about eneaged. r the manufactures, reckoned on 
the basis of persons employed, as is shown later, are durable products. 
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Deducting this sum from the total number of persons engaged in 
the extraction of minerals, 1,059,961, we have 476,735 persons in 
this group whose labor resulted in the production of durable 
goods. 

Following a similar method in arriving at the number of persons 
in the manufacturing and mechanical industries group who may be 
counted as engaged in the production of durable goods, the follow- 
ing deductions may be made from the total number of persons 
engaged in these occupations: 


Persons Engaged * 

Chemical and allied industries, naeetiaies paint and 

677,853 
Food and kindred products..................-04- 425,890 
Leather industries, not including harness and saddle 

303,480 
Liquor and beverage industries................... 99,115 
Broom and brush factories...................006- 16,238 
Cigars and tonaces 194,502 
Electric light and power plants................... 60,505 
56,208 


* Deductions were made in the case of each of these industries of persons engaged in repair work 
about the plants. 


¢ Excluding carpet mills and sail, awning and tent factories. 


t“‘Other miscellaneous industries” and ‘other not specified industries” in which 583,572 persons 
were engaged are counted as producers of durable goods. 


Deducting this sum from the total number of persons engaged 
in the manufacturing and mechanical industries, 10,855,224, there 
remain 7,505,444 persons in this group that may be considered as 
engaged in the production of durable goods. 
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Turning next to a consideration of those who were engaged in 
transportation, the following may be said to have been engaged in 
producing durable goods. 


Persons Engaged 
Construction and repair in water transportation... . 4,503 
Construction and maintenance of streets, roads, 

Electric and street 43,383T 
708,435} 
Telegraph and 46,612§ 
“Other and not specified transportation” (largely 


* Total number reported, including clerks, etc., but excluding bridge- and tollgate-tenders, lamp- 
lighters, and street-cleaners. 

t Members of skilled trades, linemen, car-repairers, and laborers. 

t Members of skilled trades, bridgemakers, car-repairers, laborers, and section hands. 

§ Members of skilled trades and linemen. ‘ 

|| Members of skilled trades. 

4 Excluding owners, agents, and clerks. 


Lastly, of those who were engaged in wholesale and retail trade, 
125,000, the estimated number of those trading in durable goods, 
may be included here, and also, 118,733 of those who were render- 
ing professional service, this being the number listed as engaged 
in the scientific professions. : 

Combining the results of the foregoing computations, we have 
the following: 


PERSONS ENGAGED IN THE PRODUCTION OF DURABLE GOODS 


827,962 
Manufacturing and mechanical industries.......... 7,505,444 
Trade and professional service................... 243,733 


The number thus derived is less than 26 per cent of the total 
number of persons reported as gainfully employed in the year in 
question. How exactly this represents the proportion of the indus- 
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trial population that is normally engaged in the production and 
repair of durable goods it is difficult to say. In the first place, 
census statistics are somewhat unreliable, and, further, the 
classifications as given in the census make a study such as this 
dependent in considerable part upon estimates. This result is 
offered only as an approximation, but it is believed to err in the 
direction of overstating the number engaged in the production of 
durable goods rather than the reverse. The number of persons 
who are counted as having been engaged in the production of 
durable goods within the mining and manufacturing groups was 
determined by deducting from the total number engaged those 
shown to have been engaged in the production of non-durable 
goods rather than by counting those who were definitely listed as 
engaged in work that results in the production of durable goods. 
Further, the definition of durable goods as here employed includes 
all industrial equipment, all means of transportation and com- 
munication, all buildings, public and private, all household furnish- 
ings, and all household equipment that is made of wood or metal. 
If the number of persons engaged in the production of vehicles, 
automobiles, and household furnishings and equipment were 
excluded from the group of producers of durable goods, the num- 
ber remaining, it would seem, would be well below 25 per cent 
of the total number gainfully employed. 


II. PRODUCTION OF CAPITAL EQUIPMENT 


The foregoing analysis included a large number of goods that 
in no way condition the productive capacity of a community. 
Productive ability depends primarily upon factories an’ factory 
equipment, agricultural implements, and railway trans, tation. 
Since the purpose of this part of the analysis is to afford some esti- 
mate of the length of time that will be required to regain normal 
maximum production in the belligerent countries, the investigation 
will be limited to these forms of capital equipment. And since the 
lack of repair and construction of these capital goods during the 
war has been due to the absence of wage-earners rather than to 
the absence of officials or office employees, and will be made up by 
their return, the number of wage-earners rather than the total 
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number of persons engaged in the production of these goods will 
be considered as the decisive factor. 

The count of wage-earners in this class of production will be 
made largely from data contained in the abstract of the census of 
manufactures for 1914. This census covers establishments which 
had a value of products of at least $500 for the given year. The 
number of wage-earners reported is the average number employed 
during the year. The fact that there was considerable unemploy- 
ment during 1914 makes the data for this year somewhat unsatis- 
factory for this purpose, but as allowance can be made for this fact 
it is advisable to use this census rather than that for 1909. 

Data are not available as to the labor power devoted to the 
construction and repair of factory buildings, but the census for 
1910 shows 1,661,094 persons engaged in the building trades. It 
is perhaps safe to assume that not more than 10 per cent of the labor 
of these persons is devoted to the repair and construction of factory 
buildings." On this assumption, after first augmenting the number 
by 6 per cent, which was the rate of increase in the number of 
wage-earners in the manufacturing industries from 1910 to 1914, 
there were 176,076 persons employed in the construction and repair 
of factory buildings in 1914. 

Turning next to a consideration of the number of wage-earners 
employed in the manufacture of factory machinery, we find that in 
1914 there were 362,471 wage-earners employed in the manufacture 
of foundry and machine-shop products. These products are classi- 
fied under 18 divisions’ into 647 products, comprising almost all of 

' Estimated on the basis of the number engaged in manufacture as compared 
with the number engaged in trade and professional service and as compared with 
the total population, and also by comparing the totai value reported for farm build- 
ings in 1910, $6,325,451,000, with the combined capitalization of all manufacturing 
establishments for 1909, which was reported as $18,428,270,000. 


2 Products intended for general use. 

Machines and articles for use in the manufacture of food and kindred products. 

Machines for use in the textile industries. 

Machines and articles for use in the manufacture of iron and steel and their 
products. 

Machines for use in the manufacture of lumber and timber products. 

Machines for use in the manufacture of leather and its finished products. 

(Note 2 continued on opposite page] 
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the factory machinery produced and, in addition, certain articles 
that are designed for household consumption. There are, however, 
articles of factory equipment, listed elsewhere in the census, which 
must be included here. The establishments which were devoted 
to the manufacture of electrical machinery, apparatus, and supplies 
employed 118,078 wage-earners. The value of subsidiary electrical 
products manufactured by other firms was 7.2 per cent of the value 
of the product of these establishments. The classification of the 
electrical products with their values shows that at least one-fourth 
of the total may be reckoned as not intended for use in factories. 
Increasing the number of wage-earners reported by 7.2 per cent 
and reducing the totai by one-fourth, we have 94,935 as the number 
of wage-earners who may be said to have been engaged in the pro- 
duction of electrical factory equipment. Engines, steam, gas, and 
water, engaged the services of 29,657 wage-earners. In terms of 
value, 45 per cent of the engines produced were designed for use 
outside of factories. On this basis 16,310 wage-earners were pro- 
ducing engines for factories use. In the making of gas machines 
731 wage-earners were employed, and 6,188 were employed in the 
production of steam and other power pumps, which may be included 
here. Four thousand nine hundred and fifty-three wage-earners 
were employed in making machinists’ tools, 3,643 in producing 
machine screws, 4,560 in making saws, and 7,639 in producing tools 


Machines for use in the manufacture of paper and of articles from paper, and in 
the printing, publishing, and allied industries. 

Machines and other products for use in the manufacture of liquors and beverages. 

Machines and devices for use in the manufacture of chemical and allied products. 

Machines and supplies for use in the manufacture of stone, clay, and glass 
products. 

Machines and materials for use in the manufacture of metals and metal products 
other than iron and steel. 

Machines for use in the manufacture of tobacco. 

Machines and materials for use in the manufacture of vehicles for land transpor- 
tation and by railroad repair shops. 

Machines and devices for use in building and equipping ships. 

Machines and appliances for use in the manufacture of the miscellaneous group 
(excluding shipbuilding). 

Products intended for use in manufactures in general. 

Products intended for use in mining. 

Products intended for use in agriculture. 
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which were not specified. One-half of each of these last two totals 
may be estimated as representing the part of the production that 
was designed for use within factories. In the manufacture of sew- 
ing machines and attachments 14,308 wage-earners were employed. 
Perhaps at least one-half of this product was for home use rather 
than for use in factories. Bringing these data together we have 
the following result: 


PRODUCTION OF FACTORY EQUIPMENT 


Wage-Earmers 
Foundry and machine-shop products............... 362,471 
Electrical machinery apparatus and supplies......... 04,935* 
Pumps, steam and other power ..................-. 6,188 
Sewing machines and attachments................. 7,154* 


* Estimated. 


Thus the total number of wage-earners employed in the pro- 
duction of factory machinery and in the construction and repair of 
factory buildings in 1914 was less than 2 per cent of our industrial 
population, assuming that 40,000,000 persons were gainfully 
employed in that year, and the number of wage-earners employed 
in the production of factory machinery alone was but slightly more 
than 1} per cent of the industrial population. 

The manufacture of agricultural implements requires the serv- 
ices of but a very small number of wage-earners, 48,459 persons 
being reported as employed as wage-earners in this industry in 
1914. To this number may be added one-tenth of the total number 
of wage-earners employed in the manufacture of engines, 2,966, as 
traction engines made up one-tenth of the value of the engines 
produced. It may also be noted that a few agricultural implements 
were included with foundry and machine-shop products. . 
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The relatively small amount of labor power that is devoted to 
the manufacture of machinery in the United States is not due to 
an excess of foreign imports of machinery over exports. In fact, 
our exports of machinery greatly exceed our imports. For the 
fiscal years ending June 30, 1913, 1914, and 1915, the value of such 
exports, machinery and agricultural implements, was respectively 
22, 22, and 20 times the value of the machinery and agricultural 
implements imported." 

The Statistics of the Railways in the United States for 1914, pub- 
lished by the Interstate Commerce Commission, gives the following 
data relative to the number of persons employed in construction 
and repair work upon our railways: 


RAILWAY EMPLOYEES 


The abstract of the census of manufactures lists 71,679 wage- 
earners as employed in the construction of cars and locomotives by 
companies other than railway companies. This makes in all 
839,631 wage-earners employed in railway repair and construction. 

Combining the foregoing data we may arrive at the total number 
of wage-earners employed in the construction and repair of factory 
and railway equipment and agricultural implements. 


REPAIR AND CONSTRUCTION OF SEZECTED FORMS OF 
CAPITAL EQUIPMENT 


Wage-Earners 
Factory buildings and machinery.................. 678,561 
Railway rolling stock and roadway................. 839,631 
Agricultural implements. 51,425 


The foregoing number does not include all of the wage-earners 
whose labor contributed to this production. Particularly, no 


* Monthly Summary of the Foreign Commerce of the United States, June, 1915. 
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account has been taken of the labor required to produce the raw 
material necessary to the construction and repair of these capital 
goods. As the present purpose is to afford some basis for judgment 
as to the length of time that will be required to make up the war 
loss that has been suffered in the equipment under consideration, 
and as the volume of raw materials now being produced for military 
production is more than adequate for this purpose, it was not 
deemed necessary to include an investigation of the labor required 
for the production of the raw materials employed in this capital 
production. 

The preceding figure is also offered only as an approximation. 
Accepting it as such, and augmenting it by 10 per cent to allow 
for the unemployment during 1914, we reach the conclusion that 
approximately 1,727,000 wage-earners were normally devoted to 
the production in question four years ago. This was but slightly 
more than 4} per cent of our industrial population. 


III. CONCLUSIONS 


It is evident from the foregoing investigation that the task of 
repairing the waste of war suffered by the principal forms of capital 
equipment is far from prodigious. In our own case we have suffi- 
cient man power in the military service and in munition production 
to make good in an incredibly short time any loss which we have 
suffered in factory or railway equipment or agricultural implements. 
If the repair and construction of these goods has been only 50 per 
cent of normal during the past twelve months, on the basis of the 
foregoing count the men now in military service could make up the 
loss in less than three months if their labor were applied to this 
end. Of course, the labor released by the termination of the war 
cannot be directed wholly to this work of replacement, but the 
volume of iabor to be released is so large proportionately to the labor 
power normally devoted to the construction and repair of capital 
goods as to clearly indicate that lack of labor need not long delay 
the repairment necessary for the production of the normal volume 
of the peace-time output. ‘To a somewhat lesser degree this should 
be true also of England and France, and even of Germany. It also 
follows, obviously, that the demand on the part of the entrepreneurs 
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for labor with which to replace the decline in capital equipment 
which they have suffered cannot be considerable. 

Further, the work of bringing out total stock of durable goods 
up to normal is also less formidable than is commonly assumed. 
While the maintenance and extension of these goods have suffered 
somewhat during the war, production in these lines has been far 
from checked. If, however, we assume it to have been only 50 per 
cent of the normal during the past year, then, on the basis of the 
count in the first section, the men now in military service represent 
enough labor power to make up the loss in a little more than a year. 

Conspicuous among the forms of durable goods that have 
suffered in upkeep and extension during the war are buildings and 
roadways. But as the total number of persons engaged in the 
building trades in 1910 was less than one and three-quarter millions, 
and the number engaged in the construction and repair of roadways 
was less than a quarter of a million, it is evident that such work 
cannot absorb a proportionately large amount of the labor released 
at the termination of the war. Construction work may be expected 
to represent more than a normal proportion of our economic output 
during the next few months and should be encouraged as a means 
of alleviating the unemployment that may accompany the shift 
from war production to peace-time production, but the large part 
of our economic energy now, as before the war, will be devoted to 
the production of consumption goods and largely to the production 
of non-durable as compared with durable consumption goods. 


H. Gorpon 


YALE UNIVERSITY 
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THE TAXABLE INCOME OF THE UNITED STATES 


This study attempts to determine the national income of the 
United States and the portion thereof subject to excess-profits and 
income taxes for the years 1917 and 1918. It divides itself into 
two parts: first, a study to determine the national income for the 
year 1917 and to set forth the factors which will govern its increase 
in 1918; and, second, a study of the taxable net income of the people 
of the United States subject to excess-profits and income taxation. 


I. NATIONAL INCOME FOR 1917 


The national income or dividend, as the term is commonly 
used by economists and statisticians, consists primarily of the sum 


total of goods and services produced for exchange by the labor of - 


hand or of brain through the utilization of our national resources. 
To this are usually added some goods which are consumed by the 
producer or his family, such as the fuel and food produced by the 
farmer and his laborers for home consumption. It is not customary, 
however, to add such things as the garden products of the laborer 
who does not produce them as a commercial pursuit, or the services 
of the housewife to her family. 

The product brought forth by all these industrial activities 
would be completely represented by an inventory of the goods and 
services produced within the year. Such an inventory has never 
been undertaken. Even if it were available it would be defective 
for our present purpose, because it would be impossible to make a 
summation of the various products and set them forth as a total 
which could be compared with the needs of the government for 
carrying on the war. No practical summation thereof can be 
made except in money terms, and the national income is here 
stated in money units rather than in units of physical product. 

All the goods thus produced are normally sold, and the prices 
which they bring become the gross income of the entrepreneurs 
who undertook their production. A part of this price must be paid 
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to others who have furnished land, labor, capital, or other material 
which was used in bringing forth the goods. What remains of 
the price of the product after paying these factors is the net income 
or profit of the owner of the enterprise. The amounts paid to the 
landowner, the capitalist, the laborer, or the producer of raw 
material used in manufacture, constitute in turn their income from 
the productive operation in question. The sum total of our national 
product is thus distributed as money income to those who furnish 
labor, land and other natural resources, capital, or materials, to be 
used by the business men who conduct and assume the final risk of 
productive operations. 

It is possible, therefore, to arrive at the national income in 
either of two ways. The first is to add together the value of all the 
products brought forth within the year in excess of the amount 
thereof that is needed to maintain intact our existing stock of 
wealth. The second method is to add the incomes of all individuals 
and the undistributed income of corporations and thus arrive at a 
summary of income; this summary of individual incomes should 
correspond exactly to the total national product. The choice 
between these methods must be governed by the available statistical 
data. We have chosen the first and have sought to determine the 
net value that has been added to the output of the nation by 
farmers, their families and laborers; by manufacturing plants and 
workers; by those engaged in operating our transportation facil- 
ities; by the extraction of minerals; by our public utilities; by 
those who are engaged in merchandising, at wholesale and at retail; 
and by the professions of all classes. In arriving at the product 
of each of these groups the statistics of the various government 
bureaus and departments have been employed. Sometimes these 
statistics give the gross output only. Since the materials used by 
the industry in question are the products of other industries, it is 
necessary to ascertain and deduct the value of the materials used 
to avoid double counting. 

The estimates of national income which have been used in dis- 
cussing matters of war finance have varied so widely, and the one 
here presented is so much larger than some of those commonly 
given, that it is worth while comparing it in detail with the more 
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important published figures of national income. Four estimates 
of national income made recently have attracted wide attention. 
The one most widely quoted was made by Professor W. I. King, 
then of the University of Wisconsin, in his book entitled The Wealth 
and Income of the People of the United States, which appeared in 
1915. He placed the national income for 1910 at $30,500,000,000. 


TABLE I 


ToTaL NATIONAL PRODUCT FOR 1917, BY INDUSTRIES 


Extractive, manufacturing, and public utilities: 
Farmers and farm laborers, including 


the members of their families...... $14,500,000,000 
Manufacturers and manufacturing la- 
Mine operators and miners........... 3,675,000,000 
Steam railroads and their employees... 3,040,000,000 
Public utilities and their employees. ... 2,7 50,000,000 
Mercantile and professional activities: 
Wholesale merchandisers. ........... 2,250,000,000 
Professional services................. 2,500,000,000 
Retail food dealers... 2,000,000,000 
Services rendered by others, including 
government employees............ 9,000,000,000 


The Hon. A. C. Miller, of the Federal Reserve Board, believes 
“there is warrant for the opinion that the industrial and business 
income of the people of the United States for the year 1917 may 
come close to fifty billions of dollars.”” The details of this estimate 
are presented in a paper entitled “War Finance and Inflation,” 
which appeared in the Annals of the American Academy of Political 
and Social Science for January, 1918. Both of these estimates have 
been made by computing the product of the various industries in 
the same manner that is here employed. 

Professor King also distributed the total national income thus 
arrived at into family groups. Starting with this distribution, the 
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Bankers Trust Company of New York City estimated the national 
income of the people of the United States for 1916 at $50,000,- 
000,000, and for the year ending June 30, 1919, at $60,000,000,000. 
The detailed figures appear in their pamphlets What Is My Share ? 
published in March, 1918, and Twenty-Four Billion, published in 
September, 1918. ‘These figures did not purport to be an inde- 
pendent computation of national income but were taken as a con- 
servative minimum estimate for the purpose of distributing the 
burden of financing the war among the various recipients of income. 
The fourth estimate is that of Professor B. M. Anderson, Jr., of 
Harvard University, who places the national income for 1917 at 
$68,000,000,000 in an article for the New York Times Annalist, 
January, 1918. He arrives at this figure by taking as a point of 
departure King’s estimate of $30,500,000,000 for 1910 and increas- 
ing it by a factor which expresses the increase in the quantity of 
physical product multiplied by the rise in the general price level as 
shown by Dun’s index number. He takes as his index of increase 
in productio.: the growth of railway gross revenues, on the assump- 
tion that transportation is a function of production as regards both 
raw materials and finished product. The growth in the volume of 
transportation is therefore a measure of the growth in production. 
Professor Anderson finds that the increase in production from 
1910-17 Was 31 per cent, and that the increase in prices over the 
same period was 71 per cent. His computation, then, was as 
follows: $30,500,000,000 X I .31 X 1.71 =$68,300,000,000 of national 
income for 1917. 

The estimates of Professor King and Mr. Miller were made by 
the same method that has been used in this paper. Table II shows 
in detail the differences between the estimates of King and Miller 
and those here presented. The estimates of national income pro- 
duced by the extractive, manufacturing, and public-utility indus- 
tries are based upon more adequate statistics than are those for 
commercial and professional service. It is significant that in the 
estimates shown in the table the striking increase, both of 1917 
over 1910 and of the figures presented in this memorandum over 
those of Mr. Miller, is for the industries where our statistics are 
most adequate. The rate of increase over King’s figures for 1910 
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is 161.5 per cent in these industries, while for the more speculative 
portion of the estimate it is only 37 per cent. The increase taken 
is therefore conservative. The increase shown over Mr. Miller’s 
figures is in the two items of manufacturing and public utilities. 
He states that the product of manufactures is conjectural, for the 
reason that it had to be estimated largely from incomplete output 
and price data. The difference here shown is to be ascribed 
principally to the more adequate statistics concerning manufac- 
tures afforded by the returns by manufacturing corporations to the 
Commissioner of Internal Revenue. The figure of gross income, 
being their sales minus the cost of materials used, was compiled 
by the Department of Internal Revenue in 1916 for the first time. 
Manufacturing output for 1917 was somewhat larger than for 
1916; by applying to the i916 gross income the increase in the 
prices of manufactured products we have arrived at a close approxi- 
mation of the total product of manufactures for the latter year. 
The latest statistics for steam railroads and public utilities have 
made possible a closer estimate of the product of these industries 
than could be derived from the figures available earlier. 


TABLE II 


CoMPARISON OF ESTIMATES OF NATIONAL INCOME 


: } W. I. King | A.C. Miller David Friday 
Industry | 1916-17 1917 
Extractive, manufacturing, and | 
public utilities: | | 
|$ 6,842,000,000 | $14,300,000,000 | $14,500,000,000 
Manufacturing............. | 8,200,000,000 | 14,800,000,090 | 25,800,000,000 
976,000,000 3,500,000,000 3,075,000,000 
Steam railroads and public! 
|  3,000,000,000 | 3,500,000,000 5,790,000,000 
| 
| $19,018,000,000 | $36,100,000,000 | $49,765,000,000 
Commercial and professional. . .|_11,511,000,000 | 13,600,000,000 | 15,750,000,000 
| 
| $30,529,000,000 | $49,700,000,000 | $65,515,000,000 


The explanation of the increase in our national income is to be 
found in the increased demand for American goods at high prices 
brought about by the European war. The motive for production 
is profits. When prospective profits are large, producers employ 


* Statistics of Income for 1916, pp. 38-41. 
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their plants and the available labor power of the country to the 
full. The outbreak of the European war transformed the whole 
scale of economic values in England and France. Previously 
these nations had set aside and saved a large portion of their national 
income and invested it in foreign countries. Before the war such 
investments in England alone totaled $17,000,000,000.' In 1915 
our present Allies became willing and anxious to devote not only 
their entire current productive capacity but their accumulated 
savings as well to the purchase of goods and services that would 
aid them in the prosecution of the war. They were willing to 
mortgage their future national income by floating government 
loans in the United States and to sacrifice at bargain prices their 
holdings of American securities, all to the end of securing immediate 
purchasing power to be expended in the attainment of military 
victory. The United States was the one country whose industrial 
condition enabled it to be of signal service to the Allies. As a 
consequence these new economic valuations, born of this new end 
to be attained, were reflected in an unprecedented demand for 
American products at highly profitable prices. All these influences, 
aided and supported by the rapid expansion of bank credit, main- 
tained prices of products at a level which gave every incentive to 
bring our productive activity to its full capacity. 

After the United States entered the war contracts for war work 
were let at prices which were certain to afford large profits or else 
on “cost plus” contracts under which the government assumed 
the responsibility of labor and materials and assured the producer 
at least a minimum profit. Under these conditions the high tide 
of productive activity which had been reached was not only main- 
tained but augmented because of the extensive improvements 
which had been made in the plants of our manufacturing, public- 
utility, and mining industries. These had been extended at an 
unprecedented rate during the two years previous to our entry 
into the war. More than $25,000,000,000 were invested in plant 
and working capital of corporations, farms, and other business 
enterprises of the United States during the three years ended 
December 31, 1917. All these plant extensions were of the most 
J. A. Hobson, Export of Capital, p. 162. 
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modern labor-saving type and have added largely to our actual 
and prospective power of production. Our national money 
income is the resultant of our output of physical goods and services 
computed at the prevailing prices. A careful study of the physical 
product during 1917 as compared with the pre-war period shows 
that this increase in physical output was at least 25 per cent and 
possibly as high as 333 per cent. The index number of wholesale 
prices compiled by the Bureau of Labor Statistics, which covers the 
largest number of commodities and is the most scientifically con- 
structed of all the index numbers, shows an increase of prices dur- 
ing 1917 over 1913 of 75 per cent. When these two factors of 
increase are taken into consideration the increase in national income 
here shown is believed to be conservative. 


II. NATIONAL TAXABLE INCOME 


National taxable income is a legal as well as an economic con- 
cept; it includes only that part of the national income which comes 
within the scope of the tax laws. All the smaller personal incomes 
are excluded, as are incomes derived from states and municipalities, 
either as salaries or interest on bonds. Interest on certain bonds 
of the federal government and income received in kind, such as 
the rental value of the house occupied by its owner and the food, 
fuel, house rent, and other services which the farmer enjoys from 
his farm, are also excluded at present. 

The aggregate net income shown in the personal returns filed 
for the calendar year ended December 31, 1916, by persons and 
corporations was $15,000,000,000; the aggregate shown by persons 
and corporations for the year ended December 31, 1917, will be 
$23,000,000,000. The amounts returned by persons and corpora- 
tions respectively are shown in Table III. Not all of the income 
reported pays taxes. It is estimated that of the amount reported 
by individuals, $4,700,000,000 was subject to the normal income 
tax. In addition, $2,700,000,000 of income which did not pay 
normal taxes paid surtaxes, making a total of $7,400,000,000 of 
personal income which paid normal taxes or surtaxes in 1917 as 
against $4,266,000,000 in 1916. All of the income reported by 
corporations which is not taken as excess-profits tax is subject to 
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the normal corporation-income tax. Thus $17,900,000,000 of the 
national income for 1917 had taxes levied upon it. Table IV 
shows the comparative figures of income-paying taxes in 1916 and 
1917. The taxes assessed against these incomes in 1916 were: 


Individual income, normal................. 51,440,558 
TABLE III 
1916 1917 
Less duplication on account of indi- 
vidual returns consisting of dividends 2,136,000,000 3,000,000,000 
Net income represented by returns...| $12,928,000,000 $20,000,000,000 
TABLE IV 
1916 1917 
$ 8,766,000,000 $10,500,000,000 
Personal income subject to normal tax... . 2,572,027,890 4,700,000,000 
Personal income ‘subject to surtax only... . 1,694,058,067 2,700,000,000 


For 1917 we estimate that the taxes assessed will be as follows: 


Income tax: 


Personal 

Excess-profits tax: 

Individuals and partnership............ 100,000,000 
1,691,600,000 


There are two reasons for this increase in taxable net income, 
one legal and the other economic. The legal reason is the change 
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in the income-tax law which lowered the exemption from $4,000 
for married persons and $3,000 for single persons to $2,000 and 
$1,000 respectively. This brought in 2,400,000 returns approxi- 
mating $5,000,000,000 of income which would not have been 
reported under the previous exemptions. The economic reason for 
the increase is the larger national income. 

The manner in which the personal and corporate incomes sub- 
ject to taxation have grown since the pre-war period is shown by 
Table V. The figures for the year 1917 are of necessity based upon 
estimates. The best data available indicate that there are 2,400,000 
returns of incomes less than $3,000 and 700,000 returns of incomes 
over $3,000. It has been assumed that the incomes of less than 
$3,000 will average slightly over $2,000 each. In view of the fact 
that these returns show on the average $700 of taxable income, this 
estimate of average income seems conservative. 


TABLE V 


(cco omitted) 


Corporation | 


Personal Additional Total 
Fiscal Year | | | “Income | Personal Subject Total Income 
‘ ubject to ubject to ncome ubject to Tax 
Reported Normal Tax Surtax Paying Taxes —— | 
$3,900,000 |$1,527,364 |$ 817,000 |$2,344,364 |$ 4,339,000 $ 6,683,364 
No.2 44 4,000,000 | 1,655,049 735,000 | 2,390,049 | 3,710,000 | 6,100,949 
ee 4,600,000 | 2,399,578 | 1,425,000 | 3,824,578 5,184,000 | 9,008,587 
BONG. ...<.. 6,298,000 | 2,572,028 | 1,694,058 | 4,266,086 | 8,766,000 13,032,086 
ROR? «5... 12,500,000 | 4,700,000 | 2,700,000 | 7,400,000 | 10,500,000 | 17,900,000 
! 


The number of returns over $3,000 shows an increase of 60 per 
cent over 1916. There is no way at the present time of telling 
how these returns are distributed, but it is certain that the increase 
is for the most part in the lower incomes. We have estimated 
that the total income reported by all people making returns of 
$3,000 or over will be $7,500,000,000, an increase of approximately 
20 per cent over 1916. This, added to the $5,000,000,000 of 
incomes under $3,000, gives the total of approximately $12,500,- 
000,000 shown above as the amount of personal income for 1917. 
The assumption that the increase in the number of returns was 
confined entirely to the lower income ranges may seem unwarranted 
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in view of the experience of 1916 and 1915 as compared with 1914, 
since in both those years the increase in number of returns was 
much greater in the upper income ranges than in the lower. 

Table VI shows the number of returns at each income range and 
the rate of increase for 1915 and 1916 over 1914. In comparing 
1917 with 1916 and 1915 we must remember that these years were 
years of rising prices in the security market, while 1917 was a year 


TABLE VI 
IncoME-Tax Sratistics* 
Total Number of Returns Percentage | Percentage 
Incomes of 1916 to | of 1916 to 
1914 
1914 1915 1916 
$  3,000-$ 4,000....| 82,754 69,045 85,122 102.8 
4,000- §,000....} 66,525 58,949 72,027 108.3 239.2 
5,000-  10,000....] 127,448 120,402 150,551 118.1 125.0 
34,141 34,102 45,305 133.7 132.9 
15,000- _20,000....] 15,790 16,475 22,621 143.3 137.3 
20,000- _25,000.... 8,672 9,707 12,956 149.4 132.4 
25,000- 30,000.... 5,483 6,196 8,055 140.9 130.0 
30,000- 40,000.... 6,008 7,005 10,068 167.5 143.7 
40,000-  50,000.... 3,185 4,100 5,011 176.1 136.8 
50,000- 100,000.... 5,161 6,847 10,452 202.3 152.6 
100,000- 150,000.... 1,180 1,793 2,900 243.9 161.9 
150,000—- 200,000.... 406 724 1,284 3160.2 
200,000- 250,000.... 233 386 726 188.1 
250,000- 300,000.... 130 216 427 328.5 197.7 
300,000—- 400,000.... 147 254 469 552.2 184.6 
400,000- 500,000. ... 69 122 245 355.1 200.8 
500,000-1,000,000.... 114 209 376 329.8 179.9 
1,000,000 and over..... 60 120 206 343-3 171.7 
3575515 336,652 429,401 120.1 127.5 


*From the Annual Report of the Commissioner of Internal Revenue. 


of falling prices. It is not possible to determine what proportion 
of the increase in the personal-income returns for 1916 was due to 
stock-market profits, but it was probably large. In 1917 there was 
a widespread taking of losses for income-tax purposes. This was 
stimulated by the possibility of investing in tax-exempt federal 
bonds. An actual decline in the number of large incomes would 
probably have resulted except for the increase in corporate divi- 
dends. This increase should maintain the number of returns in 
the upper ranges because of the large proportion of those incomes 
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which consists of dividends. For incomes of $20,000 and over 
dividends constitute from 33.6 to 59.4 per cent of the total before 
making general deductions. Dividend payments in 1917 for the 
companies reported by the Journal of Commerce were $1,062,138,000 
as against $855,787,000 in 1916, an increase of 24 per cent. A 
group of 301 industrial corporations shows in their published 
reports dividend payments as follows: 


Table VII gives the sources of income for each income range, 
and shows how important the effect of this increase in dividends 
must have been in maintaining the income in the higher ranges in 


TABLE VII 


Sources OF INCOME By CLASSES 


fags ERS 3 

seeg & | [sees | 

Income Class & 8 

iss Sze 18 Sa 3 

$ 3,000-$ 4,000...... 47.8 7.6 24.0 4.2 100.0 
4,000- ee 46.9 14.5 7.4 29.4 2.8 100.0 
§200- 10,000...... 30.4 13.6 8.0 32.6 9.5 100.0 
10,000- 20,000 25.8 13.8 8.4 32.5 19.5 100.0 
20,000- 40,000...... 18.8 12.3 8.6 31.8 28.5 100.0 
40,000-  60,000...... 13.8 12.4 8.6 31.6 33.0 100.0 
60,000-  80,000...... 12.8 10.6 8.2 33-3 100.0 
‘ 80,000- 100,000...... 10.7 12.4 7.8 31.4 2.7 100.0 
100,000- 150,000 Il.i 8.0 33.0 30.8 100.0 
150,000- 200,000...... 7.6 11.9 7.8 33.2 39.5 100.0 
200,000- 250,000 7.9 10.9 7.9 33-7 39.6 100.0 
250,000- 300,000...... 6.6 12.4 ye 30.5 43-3 100.0 
300,000- 500,000...... 5.5 23.3 7.0 36.3 39.1 100.0 
500,000~-1 ,000,000..... 4.4 43.2 30.6 44.3 100.0 
I ,000,000-1,500,000...... 4.1 10.3 8.5 33.0 44.1 100.0 
2,000,000 and over...... 0.5 $.3 6.9 28.1 590.4 100.0 
22.1 12.6 8.0 25.6 100.0 


1917. The corporate income for 1917 was estimated by increasing 
the net income of the various classes of corporations for 1916 by 
percentages derived from a sampling of the returns. Table VIII 
shows the increases in each class of corporations for 1917 over 1916, 
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as well as the growth of corporate net income since the pre-war 
period. In view of the discussion of the war-profits tax it is of 
interest :o calculate the amount by which the income of the differ- 
ent classes of corporations exceeds their average pre-war income 
for the years 1911 to 1913 plus an allowance of 10 per cent on their 


TABLE VIII 


CoRPORATE NET INCOME REPORTED TO THE COMMISSIONER OF INTERNAL REVENUE 
IN THE PRE-WAR PERIOD AND IN 1916 AND 1917* 


omitted) 
Average 
Class 1913 Pre-War 1916 1917 
Income 
$ 457,0902\$ 481,622/$ 438,747/$ 450,154/$ 528,000/$ 630,000 
Public service, in- 
cluding railroads| 806,324] 930,388} 1,003,186] 913,299] 1,541,000] 1,550,000 
Industrial (mining 
and manufactur- 
1,309,819] 1,670,334] 2,026,884) 1,669,012] 5,027,000} 6,500,000 
Mercantile....... 363,306] 423,012} 473,202} 419,840] 465,000 720,000 
Miscellaneous. .... 277,165} 326,795} 397,532) 333,831] 1,205,000] 1,100,000 
Total........ $3,213,706/$3,832,151 $4,339,551 $3,795,136 $8,766 ,000/$10, 500,000 


* The classifications in this table are those employed in the reports of the Commissioner of Internal 
Revenue for the fiscal years ended June 30, 1910 to 1914 inclusive. 


added investment. Here we must proceed upon an estimate of 
the additional capital invested in the various industries. After an 
exhaustive study of the subject we have arrived at the conclusion 
that the additional capital invested in all corporations since the 
pre-war period, either as surplus or new capital issues, was not over 
$15,000,000,000. Table IX is a computation of the amount by 


TABLE IX 


PRE-WaR CorPoRATE EARNINGS AND WAR PROFITS FOR 1917 
(000 omitted) 


Total Deduc- 

A Pre- |t0 Per Cent on) “tions f Net I War Profits 
clas [Additional | | Net Income | Wat Prot 

P War Profits 
Financial. eteeeries $ 450,154 | $ 80,000 | $ 530,154 |$ 630,000 | $ 90,846 
Public service. .... 913,209 200,000 1,113,290 1,550,000 436,701 
Industrial AR ee 1,669,012 | 1,000,000 | 2,669,012 | 6,500,000 | 3,830,988 
Mercantile ere 419,840 90,000 509,840 720,000 210,160 
Miscellaneous. .. . . 333,831 130,000 463,831 1,100,000 636,139 
| ee $3,795,136 | $1,500,000 | $5,295,136 |$10,500,000 | $5,204,864 
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which the net income of 1917 exceeds the pre-war profits plus 
Io per cent on $15,000,000,000 additional capital. It is interesting 
to 1ote that the income remaining in 1917 after the payment of 
excess-profits taxes is larger than the total net income for 1916 and 
twice as large as that of 1913, the largest of the pre-war years. 
Table X shows the war profits of 1917 for each class of corpora- 
tions as computed above. It shows also the best estimate of the 
excess-profits taxes paid by each class which it has been possible 
to make with the data thus far available. The last column shows 
the percentage which the excess-profits taxes constituted of the 


war profits for 1917. 
TABLE X 


PERCENTAGE OF Excess-PRoFITs TAXES TO WAR PROFITS FOR 1917 
(000 omitted) 


Excess-Profits | Percentage of 

Class War for ioe Taxes to War 
917 917 1917 Profits 
$ 630,000} $ 90,846} $ 50,400 
yo. 1,550,000 430,701 62,000 14.2 
ree 6,500,000 3,830,988 1,300,000 33-9 
Mercantile............... 620,000 210,160 99,200 47.2 
Miscellaneous. ........... | 1,200,000 636,169 180,000 28.3 
Pee | $10,500,000 | $5,204,864 | $1,691,600 32.5 

III. PROSPECTIVE NATIONAL INCOME AND TAXABLE NET 


INCOME FOR 1918 

In forecasting the national income and the national taxable 
income for 1918 the fundamental economic factors to be considered 
are the ratio of the output of actual physical production of 1918 
to 1917, and the average price level for the year as compared with 
that of the previous year. These twe factors will determine the 
size of our national income, out of which the taxable income must 
be carved by legislation. 

The evidence at present available from the reports of the 
Department of Agriculture as to crop conditions and crop prospects 
indicates that agricultural production promises to be slightly 
larger in 1918 than in 1917, especially in the important money- 
yielding crops of wheat and cotton. A careful examination of the 
current statistics which are being gathered by the War Industries 
Board shows that the current productive output in mining and 
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manufacturing is somewhat increased, although the increase is not 
a large one. No decrease in national income is therefore to be 
expected from a decrease of production. The other factor which 
might decrease our national income, at least as expressed in money 
terms, would be a fall in the price level brought about by the action 
of economic forces or by governmental price-fixing. In spite of 
all attempts at regulation the price level has not been kept station- 
ary. The highest point reached by our prices, as shown by the 
Bureau of Labor index number of wholesale prices in 1917, was 
185 per cent of the average for 1913. Prices reached this point in 
July; subsequently they declined to 180 per cent in October because 
of a fall in the price of fuel and lighting, metals and metal products. 
Since then prices have slowly but steadily risen, until they stood 
at 203 in August and 207 in September. Table XI shows the 
movement of prices for the last fifteen months. Bradstreet’s index 
number shows an increase during the first six months of 1918 over 
the corresponding months of 1917 of 27 per cent. The experience 
of Canada and England is similar in this matter to our own. 
Canadian prices for the first six months of 1918 are 21.3 per cent 
higher than for the corresponding months last year, and English 
prices for the first six months in 1918 are 13.5 per cent higher than 
in 1917 and 46.7 per cent higher than in 1916. 


TABLE XI 


WHOLESALE PRICE INDEX OF BUREAU OF LABOR IN PER- 
CENTAGES OF AVERAGE PRICES FOR 1913 
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There is no likelihood that any program of price-fixing will be 
undertaken which will reduce prices below the present level. It is 
optimistic to assume that they will be held as iow as they now are. 
The average of the Bureau of Labor index number for 1917 was 
175; the average for 1918 is almost certain to be 195 at least. 
These facts concerning the price level, coupled with the prospects of 
slightly increased production, indicate that our national income 
this year will be $72,000,000,000 as against $65,000,000,000 for 
1917. 

We cannot generalize directly from an increase in our national 
income to a like increase in our taxable income. In arriving at the 
latter we must consider not only the size but also the distribution 
of this national income, first as between corporations and indi- 
viduals, and secondly as between individuals showing large incomes 
and those whose incomes are smaller. Here the most pertinent con- 
sideration is the movement of wages as compared with the general 
movement of the prices of products, especially in mining and man- 
ufacturing. If wages rise as rapidly as the prices of products, 
there will be no increase in corporate profits; if they rise more 
rapidly, corporate profits may suffer a decrease. In the latter 
case corporate earnings for 1918 will be decreased, and as a con- 
sequence dividends will be somewhat reduced. This would mean 
that the larger personal incomes will be somewhat reduced, since 
dividends constitute so large a portion thereof. The money wages 
of the laborer would be increased, thus increasing the number of 
income-tax returns in the lower ranges. 

If this should occur there is still the question as to whether it 
would constitute a rise in the real wages of the laborer—in what his 
wages will buy. If the prices of the things which the laborer con- 
sumes rise as rapidly as his wages, then the portion of the total 
national income that the laborer receives is not increased. If food 
prices should continue to rise, while price-fixing kept the general 
price level from rising as rapidly through its check upon other 
prices, then we might well have a situation in which wages rose 
only enough to offset this increase in food prices. In this case the 
net resultant might be a decrease in industrial—notably in cor- 
porate—net income, an increase in the net income of farmers, and 
an increase in the money, but not in the real, income of laborers. 
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This would not necessarily mean a decrease in the amount of income 
shown by the income-tax returns. That might even increase 
somewhat. The amount of taxable income would very probably 
decrease slightly, and the taxes collected under the present law 
would certainly be smaller. The decrease in taxes would come in 
excess-profits taxes, in corporate-income taxes, and in the surtaxes 
on individual income. To offset this it would be necessary: 
(1) to change the normal income-tax rate on individuals and cor- 
porations; (2) to increase the present excess-profits taxes or (3) to 
substitute therefor, or add thereto, the tax on war profits; and 
(4) to devise some means of reaching adequately the war profits 
of farmers, which are now large and which will be larger in 1918. 
The most feasible way of doing this would probably be to add to 
the farmer’s income as returned by him a flat amount of, say, $600 
for income received in kind in the form of food, fuel, and house 
rent, and to require other classes to include their income in kind 
from the occupancy of homes which they own. The inclusion of 
this income in kind, coupled with a 12 per cent normal income-tax 
rate, would offset the loss of revenues from the higher incomes. 
While no adequate study has been made of the actual move- 
ment of the factors above outlined, there are sufficient facts for 
two definite generalizations at this time: (1) Dividend payments 
for 1918 promise to be somewhat less than for 1917. The best 
current figures on dividend payments are found in the compilation 
of the Journal of Commerce of New York City of the dividend dis- 
bursements by large industrial, railroad, and street-railway com- 
panies. These have paid $587,439,397 in the first nine months of 
1918 as against $616,368,530 in 1917. This will affect the personal- 
income returns in the higher ranges of income. (2) The large 
corporate profits of 1917 were due in part to the rapidly rising 
prices of products manufactured from materials and supplies 
which had been purchased at low prices. The rise in prices will 
no doubt be less in 1918 than it was in 1917, and this element in the 
earnings will be correspondingly small. While it is impossible to 
state accurately what the course of wages, prices, and profits will 
be during the year 1918, the possibility of decreased profits arising 
from the factors above assumed seems to be so great that they must 
be considered as probabilities in planning new revenue legislation. 
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As regards the corporate industry of the country the estimate 
of the writer is that financial, public-utility, and railroad corpora- 
tions will show net incomes materially smaller than in 1917. 
Miscellaneous corporations and mercantile corporations will not 
decrease much. Mining and manufacturing may decrease as 
much as 10 per cent. When all these things are taken into con- 
sideration it is estimated that the total corporate income reported 
for 1918 will be $9,700,000,000. Even if corporate earnings 
decrease in 1918 in accordance with this prophecy, there will still 
be large war profits. The invested capital in 1918 will be $4,000,- 
000,000 greater than in 1917. Table XII is an estimate of the 


TABLE XII 


ESTIMATE OF CORPORATE NET INCOME AND WAR PROFITS FOR 1918 


Total Deductions 

Estimated Income Income Subject to 

Class 1918 War-Profits Tax 
OTe $ 559,154,000 $ 600,000,000 $ 40,846,000 
Public service. ............ 1,153,299,000 1,400,000,000 246,701,000 
2,909,01 2,000 5 900,000,000 2,930,988 ,000 
Mercantile............. ~ 529,840,000 700,000,000 170,160,000 
Miscellaneous............. 483,831,000 I, 100,000,000 616,169,000 
..| $5,695,136,000 $9,700,000,000 $4,004,864,000 


corporate net income for 1918 by classes and a computation of the 
amount by which that net income will exceed the pre-war profits 
plus ro per cent on additional capital for each class of industry. 
Ii war profits are computed by allowing all corporations a minimum 
deduction of 10 per cent on their pre-war invested capita!, even 
though their earnings are less than that amount in the pre-war 
period, the war profits would be further reduced. Table XIII is 
an estimate of war profits for 1918 after deducting either the earn- 
ings for the pre-war period or 10 per cent on pre-war invested 
capital, whichever is larger. 

War profits for 1918 will be 77 per cent of those for 1917, as 
shown on page 963, if computed by deducting average pre-war 
earnings plus 10 per cent on additional capital. If a minimum 
deduction of 10 per cent on all invested capital, pre-war as well 
as additional, is allowed, war profits will be 63 per cent of those 
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for 1917. Even when calculated on the latter basis a war-profits 
tax of 80 per cent for 1918 would yield a revenue 55 per cent greater 
than the excess-profits tax of 1917. If war profits were calcu- 
lated on the former basis, an 80 per cent tax would yield twice 
the revenues received from the excess-profits tax of 1917. 


TABLE XIII 

Total Deductions 
ae Estimated Income Income Subject to 
Class War-Profits Tax 
$ 580,000,000 $ 600,000,000 $ 20,000,000 
Public service............. 1 300,000,000 1 ,400,000,000 100,000,000 
3,400,000,000 5,900,000,000 2,500,000,000 
550,000,000 700,000,000 150,000,000 
Miscellaneous............. 600,000,000 1,100,000,000 500,000,000 


Summarizing all these facts and considerations, we arrive at 
the following comparisons of net income shown by the income-tax 
returns for 1918 as compared with 1917. 


1918 
Comporate incomes... $10, 500,000,000 $ 9,700,000,000 


$23,000,000,000 $23,800,000,000 
Less duplication on account of indi- 
vidual returns consisting of div- 


3,000,000,000 2,800,000,000 


Net income represented by returns.. $20,000,000,000 $21,000,000,000 


Of the income thus returned the following amounts will pay taxes: 


1918 
Corporate incomes subject to excess- 
profits and income taxes............ 


Personal incomes subject to normal 


$10,500,000,000 $ 9,700,000,000 


4,700,000,000 5,500,000,000 
Additional personal incomes subject to 


2,700,000,000 2,500,000,000 


$17,900,000,000 $17,700,000,000 


DaAvip FRIDAY 


York UNIVERSITY 
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NOTES 


INTERNATIONAL TRADE POLICY AND THE COMING 
OF PEACE 


Among the few valid arguments which the protectionists occasionally 
exploit against the adoption of free international trade there is one to 
which attention at this time may be directed with especial profit. It 
is this: granted, as it must be, that it is better for all classes of producers 
in a country to specialize in the production of those commodities or 
goods for which their resources and their talents particularly qualify them 
in comparison with other countries, there must be inevitable loss and 
hardship upon those producers already engaged in industries in which the 
country has no relative advantage, in shifting to the lines of production 
where the only favors which need be relied upon are those of nature and 
hereditary endowment. It will be readily conceded that if there are 
industries in operation so little adapted to the country that they are 
unable to withstand the competition of like industries in other countries, 
notwithstanding the handicap under which these latter compete due 
to freight differentials, the adoption of a free-trade policy will involve 
as a necessary consequence some impairment of capital for those inter- 
ested in such enterprises and certain inconvenience to those therein 
employed. In the case of long training in the acquirement of a special 
skill, which the enforced change of occupation makes useless, it will even 
result in very great and irreparable hardship. 

It is recognized as true, alike in biology and in physics, that changes 
in conditions involve readjustments in functioning units. It is taken as 
equally true that readjustments unavoidably involve a certain amount of 
friction, loss, and waste. In industry no less than in biology and 
mechanics are these principles applicable. The question, however, 
cannot be thus easily dismissed. The real problem is not to determine 
whether such waste will occur, for that is admitted, but whether the 
discounted advantages to accrue in the future from the readjustment 
outweigh the present disadvantages in making the readjustment. 
Whether they do or not in any particular case will depend upon two 
factors: first, the amount of the anticipated future gains; second, the 
weight of the present burden. Protectionists, accustomed to take the 
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short-time point of view on these problems, habitually underestimate 
the first of these factors and overemphasize the second. 

The point to the whole discussion, however, is precisely this, that 
even making due allowance for the more sanguine temper of free-trade: 
there are certain objective facts peculiar to current American conditions 
which tend to support them in denying that the losses incident to the 
industrial readjustment which the establishment of a free-trade policy 
wil! occasion more than offset the probable gains from the extension of 
industries for which this country is better fitted. In other words, it may 
logically be contended that as applied to the situation which will follow 
the coming of peace the argument of the protectionists is discredited. 
The circumstances justifying this contention are the following: 

The redistribution of industrial forces necessitated by the war has 
brought about a highly unstable equilibrium. Capital has been quite 
unceremoniously uprooted from long-continued uses and applied to new 
uses (not alone by the pressure of market conditions but also by the 
activities of the Conversion Division of the War Industries Board). 
Current increments to the capital fund have to a still higher degree had 
their uses dictated (by the Capital Issues Committee of the Federal 
Reserve Board and of the War Finance Corporation and by the Non-war 
: Construction Section of the Priorities Division of the War Industries 
f Board) through restrictions on the channels of investment. Taking the 
field of industry by and large one may say that never before has there 

been such a curtailment of what may be regarded as vested proprietary 
interests due to long-standing exploitation of particular fields. So far- 
H reaching have been the changes in the “regular course of trade” and so 
q pervasive has been the control over the direction of employment 6f new 
1 savings that worthy claims for the protection of established trade built 
' up through a long process of persevering effort and legitimate dealings 
j will remain few indeed. The whole field of industry has undergone and 
is undergoing a fundamental transformation. The chief characteristic 
of the existing industrial and business arrangements is, consequently, 
their transitoriness. Nowhere is this better recognized than among 
i business men themselves, who, for example, in making government 
contracts and in fixing current prices have insisted upon it with the 
passion of those who speak from conviction. 

Furthermore the shifting of labor from peace-time employments to 
war-time employments has by general admission been upon an unpre- 
cedented scale. Large sections of the working population have been 
compelled not only to change their jobs but to change their residences 
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as well. It has occasioned them no little difficulty and considerable 
losses. But no one denies that there will presently be a large proportion 
of these workers who will be compelled again to change their employ- 
ment. Moreover, the re-employment of an army approaching 3,000,000 
men will by itself present a problem of readjustment which is not 
generally regarded as mean. 

The conclusion is that since the burdens of readjustment will be 
with us in any case and must be undertaken regardless of the interna- 
tional trade policy adopted, a just regard to the economic interests of all 
classes in the nation will lead to the inauguration of freedom of trade, 
which clearly tends in the long run to maximize the net income from the 
exploitation of our resources and the employment of our talents. What- 
ever force there may be in the protectionist argument that the waste and 
loss occasioned by the abandonment of industries which can subsist only 
by special privileges outweigh the advantages to be gained by specializa- 
tion in doing the things we can do best, this argument obviously falls 
down when applied to the situation which now confronts us. 


Myron W. WATKINS 
UNIVERSITY OF MIssoURI 


WASHINGTON NOTES 


DEMOBILIZING INDUSTRY 


The announcement on November 11 of the conclusion of an armistice 
with the German government has been the most important economic and 
financial occurrence since the beginning of the European War. Already 
it has had fundamental effects upon public finance, government control 
of industry, banking policies and methods, and the plans and prospects 
of private business. Thus far, time has not been sufficient to permit 
these great changes of policy to crystallize in the form of legislation, but 
the practical results of the peace announcement have nevertheless made 
themselves obvious. 

From the standpoint of public finance the most direct consequence of 
the changed military outlook has been the reduction of $6,000,000,000 in 
the official estimates of the budget for the year 1918-19 (ending June 30, 
1919). This estimated reduction has been reflected in announced plans 
for a corresponding cut in the war-revenue bill now before the Senate 
Finance Committee. It will be recalled that this bill, as it came from 
the House of Representatives, had aimed to provide for a revenue of 
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$8,000,000,000, although according to some legislators a yield of $9,000,- 
000,000 was more likely to result from it. In the Senate committee 
during the months of September, October, and the first half of November 
this bill has been so reshaped as to reduce the expected revenue to some- 
thing in the neighborhood of $6,250,000,000, while plans have been 
devised for the addition of consumption taxes likely to yield from 
$2,000,000,000 to $3,000,000,000 more. The changed financial outlook 
has now led to official recognition ti:at a total revenue to be raised from 
the bill amounting to possibly $6,000,000,000 will be sufficient. This 
will permit a modification of the excess-profits tax, which in the opinion 
of good judges had been placed at a dangerously high figure, and may 
further result in some modification of income-tax rates, though this 
appears much less likely. Expecting a material reduction in the burden 
of taxation, bankers recognize the unavoidable necessity of another 
large Liberty loan, preceded by short-term financing designed to antici- 
pate it, as in the previous issues. This leaves the financial com- 
munity still suffering, not only from actual, but also from prospective, 
strain. 

Meanwhile the signing of the armistice has resulted in direct indus- 
trial changes calculated to facilitate the shifting of business back to a 
peace basis. Of these the most significant are the changes in the system 
of “priorities,’’ announced in the Offici:’ Bulletin from day to day during 
the week ending November 15, and intended to substitute priorities in 
favor of industries regarded as “‘essential’’ to reconstruction for priorities 
in favor of industries “essential” to war. A material change has inci- 
dentally been produced in transportation due in part to this modification 
of the priority system and in part to the suspension of the hurried move- 
ment of troops by land and water. Meanwhile the process of putting 
business into position to,compete abroad has begun. Arrangements are 
already making for the shifting of industrial plants from government 
work to private operations and this transfer has been expedited by the 
cancellation of many government contracts. The question how far the 
process of shifting will affect prices or wages is still open to discussion. 
In some fields an effect is already noted. Prices of cotton and other 
staples have shown a downward tendency, while the curtailment of 
overtime at many plants has been equivalent to a real, if disguised, cut 
in wages. Altogether it is evident that the process of converting industry 
back to a peace basis has begun. The movement is showing itself to 
be fully as important and far-reaching as was the conversion of industry 
to the war basis in the first place. 
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QUESTION OF GOVERNMENT OWNERSHIP 


Among the problems of demobilization left by the war none is prob- 
ably of more immediate or more far-reaching significance than the ques- 
tion of permanent government ownership and operation of public 
utilities. Both as to land and water transportation the situation at the 
close of the war has become such as to establish a colorable basis for a 
possible continuance of government control. Government operation of 
railroads, although originally provided for almost as an incident or 
afterthought in connection with an appropriation bill, was subsequently 
given a definite basis in the act determining the relationship between 
the administration and the roads which set a period of twenty-one months 
after the establishment of peace as the time for the return of the prop- 
erties to their owners. In the case of our shipping, the act creating the 
Shipping Board, adopted before the United States became a belligerent, 
leaves in a decidedly open condition the question whether a fleet of 
publicly owned vessels may or may not be continued in operation. On 
all practical points the subject of government ownership or control is 
decidedly unsettled, since the contracts between the government and 
the roads which were to adjust the payments due the latter are not yet 
completely made, while there is thus far no final accounting for the cost 
of federal control. 

Above all it remains uncertain whether any or all of the changes 
introduced by public administrators have in fact either accommodated 
the public or proved economical. They were in many cases of uncertain 
effect because of the fact that the roads were working at the highest 
notch of operating efficiency, owing to the presence of an unprecedented 
volume of traffic. Behind all this is the fact that the roads, at the time 
the United States became a belligerent, had for a number of years been 
prevented by the then policy of public regulation of rates from becoming 
efficient, since they could not obtain the capital necessary for the addi- 
tions and improvements they needed. Although the pledges both 
directly and impliedly given during the war period would seem to insure 
the return of the roads to their original owners, there is already an evi- 
dent tendency to form two distinct sections of opinion, both in Congress 
and elsewhere, with reference to the policy to be pursued. The coming 
two years, during which government control will presumably be main- 
tained, afford an opportunity for a much more careful test of what can 
be done through public operation than has been feasible in the eleven 
months of emergency work which has thus fac elapsed. That the ques- 
tion of government operation will be a direct issue between the two 
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principal political parties is already foreshadowed by the developments 
that have occurred since the elections of November 5. Except for the 
reports of the Director General of Railroads covering the first few months 
of government operation, sent to the President in September and already 
noticed in these pages, no final or satisfactory statistics showing results 
of government conduct of transportation are as yet available. Even as 
to the question of earnings, definite conclusions cannot be reached 
because of the comparatively late date at which the 25 per cent advance 
in rates of June, 1918, became actually effective. A crucial period of 
discussion of public ownership thus opens, during which debate will 
doubtless be based largely upon contemporaneous developments and 
facts. This perhaps gives the advocates of public ownership a better 
opportunity for the demonstration of their claims both as to efficiency 
and as to economy than has ever before been afforded. 


COST OF THE WAR 


With the ending of the war the problem of paying for it and gradually 
writing it off from the books of the world presents itself as the most 
immediate problem. As yet it is practically out of the question to fur- 
nish any definite estimate of the total expense incurred by the world 
at large in carrying the war through to completion. The question of 
making such a computation is already in the hands of groups of statis- 
ticians working under different auspices. A preliminary computation 
which has been prepared by neutral bankers in Switzerland and which 
carries the figures down to approximately the beginning of July last is 
shown in the table on page 976. 

In studying this table it should be borne in mind that a sharp dis- 
tinction is to be drawn between the cost of the war in the larger sense 
and the indebtedness incurred on account of it. The net debt as shown 
by the computation given may be taken as perhaps $125,000,000,000, 
but to this must be added further sums which will necessarily. be raised 
by borrowing during the coming months of reorganization and payment 
of war purchases and other current obligations. The figures, moreover, 
take no account of the currency issues or of floating indebtedness at the 
banks. If allowance should be made for these various items it would 
probably be necessary to increase the net war indebtedness to a figure 
somewhere between $150,000,000,000 and $175,000,000,000. This 
would still represent only the debt incurred in various forms. Additional 
to it would be the increased taxes borne by several, at least, of the 
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belligerent countries throughout the war, and the suspension of develop- 
mental investment. 

This suspension has gone to the point of practically terminating all 
issues of securities in Great Britain and on the Continent, while in the 
United States such issues have been gradually sinking toward the zero 
point, except in so far as may have been necessary to provide the refunding 
or continuance of outstanding issues. Exactly what the loss or sacrifice 
incurred on this score may have been is still to be ascertained, current 
estimates of it varying very widely. If it be assumed that the current 
savings of the United States before the opening of the war were prob- 
ably about $7,000,000,000, of which a large part was represented by issues 
of new securities, and that practically all of these have been diverted to 
war operations, some idea is gained of the retardation of investment and 
the consequent loss resulting therefrom. The savings of Great Britain 
and France, while probably not as large as those of the United States, 
were very great, and both in the case of these countries and of Germany 
new investment has practically been suspended for some time past. 
How far this should be regarded as a net loss to be added to the losses 
represented by debt and taxation is already a subject of statistical con- 
troversy. It is at least clear that a loss of time has occurred which 
cannot be made up, such time representing the years lost to investment 
and economic development in consequence of the withdrawal of new 
savings. On the other hand a less measurable but still real element of 
sacrifice has been found in the loss of time and life on the part of pro- 
ductive workers, and in the disorganization of industrial and distributive 
systems, and the modification of foreign trade organization and routes. 


THE BANKING SITUATION 


As has been shown by the investigations of the Federal Reserve 
Board published in the Federal Reserve Bulletin for November, 1918, the 
fourth Liberty loan has been placed in a very large degree by the use 
of bank credit. Precisely how much such credit in the aggregate has 
been necessary in order to carry the loan is not yet certain but it has 
clearly been much greater than in the case of former Liberty loans. In 
addition to this large use of bank credit is to be reckoned the fact that 
the bonds of the fourth loan have been taken by the banks as collateral 
to secure notes running for long periods and made under agreements 
designed to insure to the borrower renewals at a rate of interest no 
higher than that borne by the bonds. These factors make not only for 
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a serious condition of inflation but also for the maintenance and con- 
tinuance of the inflation much longer than would otherwise be probable. 
The return of peace therefore finds the banks of the country heavily 
burdened with war paper and at the same time in a position which ren- 
ders it more than difficult to bring about a restoration of liquidity. 

Coupled with this condition of affairs is the prospect, already referred 
to, of an early, and probably large, fifth Liberty loan. The indications 
are thus all in favor of a continuance of the inflated condition in which 
the banks of the country find themselves today, unless there shall be 
some general and resolute application of well-developed plans for the 
contraction of credit to its normal basis. Such plans could succeed only 
by determined continuance of the community in the process of saving 
and applying its saved funds to the reduction of its obligations incurred 
for the carrying of the bonds at the banks. The success thus far had 
in enforcing a policy of saving upon the community during the existence 
of the war, although marked, has never been sufficiently great to warrant 
a very confident expectation of material additions to this savings fund 
when once the stimulus afforded by the war has been removed. The 
country is thus thrown back once more upon banking guidance for the 
elimination of the inflation from which it now suffers. During the war 
such guidance could be offered only in the shape of advice, since the 
necessity of maintaining a low and stable rate of interest in favor of 
government obligations has entirely prevented the use of the ordinary 
means of credit control—the raising of the rates of discount and redis- 
count in such a way as to limit applications for loans. While it is true 
that during the latter months of the war a rigid policy of rationing fuel, 
transportation, and labor power, as well as many kinds of materials, pre- 
vented speculative developments in industry with the accompanying 
strain upon banking resources, such rationing had not been continued 
for a sufficient period and had probably not been of sufficient severity 
to produce a very widespread positive effect, although negatively it 
undoubtedly prevented excesses which might otherwise have occurred. 
With the return of peace and the lightening of the rationing policy in 
many respects, even this influence may be expected to decline in impor- 
tance. 

Thus the significance of the rate of discount as a means of control 
of credit extension will undoubtedly become more and more marked as 
time goes on. Immediate application of it is probably precluded because 
of the continued necessity of the government for funds during an after- 
war period of several months. Gradual return to a basis of solvency 
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and liquidity however is essential to the resumption of normal business 
collections and this can be accomplished only by the eventual elimination 
of long-term paper and inflated demand obligations from the portfolios 
of the banks, both member and Federal Reserve. 


PRICES AND THE GOLD STANDARD 


The inflation problem, as it is now recognized by banking authorities, 
is not local to the United States but exists practically throughout the 
world. British phases of it have been treated by the Parliamentary 
Commission on Foreign Exchange which filed its first interim report 
early during the month of November. This report recommended the 
adoption of immediate measures looking to the restoration of the gold 
standard in Great Britain. While the committee pointed out that it 
was unnecessary and clearly undesirable to attempt to return to an 
actual circulation of gold—paper, as experience has shown, serving the 
purpose better—it is fully recognized that a large supply of gold will 
practically be necessary for reserve purposes from and after the time 
when direct redemption of paper is actually restored. 

The fact that the United States is today the greatest holder of gold 
in the world, and as a result of the war has accumulated much more than 
it would normally require to hold, as well as much more than would be 
its share on the basis of the world’s banking obligations today, has sug- 
gested to many public men the thought that an immediate after-the- 
war problem will be provision for the redistribution of gold among the 
nations and consequently for a loss of gold to the United States in the 
process of reconstituting the gold supply of other nations. The imme- 
diate question of terminating the gold embargo, which has now been 
enforced for the past fifteen months, has thus been made acute. Under 
contracts entered into with various foreign countries we are today 
obligated to ‘release probably half a billion dollars in gold coin within 
a stated period after the closing of the war,” and while this vague phrase 
permits a certain latitude in the selection of the exact date at which the 
shipments shall be permitted to begin, it is already the opinion of many 
that the sooner we are ready to release a reasonable amount of metal 
the more we shall contribute to the early restoration of normal banking 
conditions throughout the world at large. 

The gold policy of the United States is however intimately associated 
with two immediate and serious questions—the establishment of a lower 
level of prices approximating that which formerly existed, and the elimi- 
nation of inflation in the United States, which will permit a shrinkage 
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in the gold holdings of the country without any shock to what is called 
“confidence.”” Opposition to the reduction of prices is always a feature 
of after-war economic reorganization. One outgrowth of this feeling at 
the present time is seen in the international movement appearing both 
in England and the United States for the subsidizing of gold production. 
Of this movement an interesting phase has been witnessed during the 
month of November in the appointment of a governmental committee 
to report upon the necessities of gold producers and the methods properly 
to be followed in alleviating them. From the standpoint of inflation any 
loss of gold is always regarded as dangerous because of consequences 
which it produces in compelling the reduction of long-term loans not 
based upon immediate production. Both of these influences, already 
exhibiting themselves to some extent in business circles, naturally stand 
in the way of a restoration of our former policy of free importation and 
exportation of gold. The official suggestion is already heard from per- 
sons associated with so-called reconstruction work that something be 
done to check the tendency of prices downward toward the normal or 
older level in order that no shock to prosperity need be occasioned. On 
all these points, intimately connected as they are, governmental policy 
is still in a formative or transition stage. 
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BOOK REVIEWS AND NOTICES 


History of Labor in the United States. By JoHn R. Commons and 
Associates. New York: Macmillan, 1918. Two volumes, 
pp. Xxv+623; xx+620. $6.50. 

This first fairly complete and authoritative history of American labor 
movements is the result of the combined efforts of the best-known student 
of American labor history and his students from the time he went to the 
University of Wisconsin in 1904 to the date of publication. Through the 
efforts of Professor Ely a fund had been secured for the purpose of col- 
lecting materials relating to the American labor movement. The 
Documentary History of American Industrial Society, published in 1910, 
contains about one-tenth of the valuable documentary materials un- 
earthed by the survey of the field of American labor literature. Over 
thirty investigators having access to the collected material have written 
monographs and articles which have been used in connection with the 
two volumes under consideration. 

The History consists of an Introduction, written by Professor 
Commons, and six parts: Part I, “Colonial and Federal Beginnings (to 
1827),” by David J. Saposs; Part II, “Citizenship (1827—1833),”’ by 
Helen L. Sumner; Part III, “Trade Unionism (1833-1839),” by Edward 
B. Mittleman; Part IV, “Humanitarianism (1840-1860),” by Henry E. 
Hoagland; Part V, “ Nationalization (1860-1877),”’ by John B. Andrews; 
and Part VI, “Upheaval and Reorganization (since 1876),” by Selig 
Perlman. , 

These volumes constitute a history of American labor philosophies, 
movements, and conditions, but not, as might reasonably be expected, a 
history of various labor organizations or of the policies and structures of 
unions. The keynote or thesis is given in a sentence found in the Intro- 
duction. The labor history of the United States “is the story of how, 
in the course of three centuries, the wage earner, as a distinct <lass, has 
been gradually, even violently, separating himself from the farmer, the 
merchant, and the employer, and coming to feel that his standing and 
progress in society depend directly on wages and not directly on prices, 
rents, profits, or interest.”” The history of labor in the United States is 
distinguished from that of European countries (1) because of the presence 
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of free land down to a comparatively recent date; (2) because of the 
early acceptance of manhood suffrage; (3) because of the wide expanse 
of territory, which allowed extensive market areas; (4) because of Negro 
slavery in the South and the extraordinary influx of immigrants; and 
(5) because of the American constitutional and judicial systems which 
have forced labor to resort to trade-union action in regard to demands 
which in other countries have been granted by legislation (I, 4-10). 
After presenting these conditioning circumstances, which are purely 
American, the authors proceed to develop the philosophy, aims, and 
methods of labor around a theory of marketing or bargaining. As the 
market area is enlarged and as newer and newer competitive fields appear, 
the difficulties confronting the wageworkers are transformed and their 
attitude toward labor organizations undergoes modifications. This 
theory is held with tenacity. It is the thesis outlined in Professor 
Commons’ study of the evolution of the shoemaking industry.t Too 
much reliance is placed upon the phenomena connected with this one 


“industry. And, let it not be forgotten, the most striking phenomenon 


in the history of unionism in the American shoemaking industry, the 
Knights of St. Crispin, was a protest “against the abuse of machinery’? 
rather than a consequence of changes in marketing conditions. The 
struggle in the early shoe industry, resulting from the enlargement of the 
market area, against inferior and unskilled workers and lower wages is 
not dissimilar to that which later occurred in the same industry or in the 
molding industry when the machine was introduced. A similar struggle 
is likely to occur in any industry when a new situation is developed, 
whether as the result of widening the market area, the introduction of 
new machinery, the influx of immigrants, or other causes. 

The reviewer is of the opinion that no single-track explanation of the 
evolution of the labor movement is sufficient. Different labor organiza- 
tions come into being as a consequence of very different combinations 
and balances of social forces.s Indeed, other explanations have crept 
into the pages of the work under review. For example, on page 4 of 
Volume II, four reasons are presented for the nationalization of the labor 
movement, of which expansion of the market is one. The national 
organization of the cigar-makers is attributed (II, 69) to the growth of 

«American Shoemakers, 1648-1895,’’ Quarterly Journal of Economics, XXIV 
(November, 1909), 39-84. 

2 Lescohier, The Knights of St. Crispin, p. 59; also, Commons, “‘American Shoe- 
makers,”’ Quarterly Journal of Economics, XXIV, 72-75. 

3 See article in the Scientific Monthly (August, 1916), p. 157; also Hoxie, Trade 
Unionism in the United States. 


BOOK REVIEWS AND NOTICES 983 


large business on account of the internal-revenue tax imposed at the time 
of the Civil War. 

If, however, a single-track explanation is held to be fitting and desir- 
able, the reviewer may be permitted to call attention to the encroach- 
ments of the unskilled, the “green hand,” the immigrant, or the foreigner 
upon the occupation of the skilled as the prime cause of labor organiza- 
tions. As is pointed out by the authors, the first organizations of wage- 
workers were among the skilled men and not among the factory workers. 
As the market area widened, as machinery was introduced, as immi- 
gration became considerable, or as the development of “merchant- 
capitalists’”’ made it more difficult for the journeyman to become an 
independent producer, organizations of wageworkers begin to appear. 
Discontent, revolutions, and labor unions urst develop among those 
who are not at the bottom of the heap. “Really effective discontent 
must have a base of supplies.’ The skilled men, as well as others in 
more recent years, organized to protect themselves from threatened 
encroachments of one kind or another upon their standard of living; 
but the power to pound down wages or to prevent increases came with 
increased opportunity to introduce the green hand and lower-paid workers 
or the products of such workers produced elsewhere. 

A few minor criticisms are offered with some hesitancy. Insufficient 
emphasis is placed upon the réle played by workingmen in forcing the 
adoption of the free-school system. No attempt apparently is made 
adequately to account for the interesting phenomena of the “hot-air” 
period of the forties and early fifties—humanitarianism and the lack of 
“pure and simple” unionism. The former is not unrelated to the rise 
of manufacture and relative decline of commercial enterprise in the 
East and the consequent shift of the center of social gravity in the world 
of affairs.. And the latter is closely connected with the growth of the 
railway net, the influx of immigrants into the East, and the westward 
movement of the native-born. A careful analysis of the phenomena of 
this unique period should have been made. In the era since 1876 the 
the reviewer ventures the opinion that too much space is devoted to the 
revolutionary movements among the workingmen in comparison with 
that given to the evolution of business unionism. 

An extensive bibliography of the sources utilized and an excellent 


index are provided. 
FRANK T. CARLTON 
ALBION COLLEGE 


Carlton, ‘‘Humanitarianism, Past and Present,” International Journal of Ethics, 
October, 1906. 
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Business Statistics. Edited by MEtvin T. CopeLanD, Cambridge, 
Mass.: Harvard University Press, 1917. $3.75. 

This book is the third volume of the Harvard Business Studies. It 
was “prepared to bring together, in a form accessible for class use, 
scattered articles and selections upon the subject of business statistics.” 
It is “designed primarily for the purpose of instruction in the course in 
Business Statistics in the Harvard Graduate School of Business Adminis- 
tration.”’ It does “not pretend to cover the entire field of business 
statistics, but deals chiefly with statistics used in mercantile and manu- 
facturing businesses.” 

The book is designed for advanced students who presumably have 
had training in statistical method. The function of a course in business 
statistics then would seem to be to give the business student a pretty 
definite conception of the scope of business statistics, to make him 
acquainted with the best types of original forms and records that busi- 
ness has developed, the quantitative units in use, methods of standardiza- 
tion of records and units, sources of data, and the essential problems of 
management. In addition, such a course should give thorough training 
in the practical application of sound statistical methods to the gathering 
of data, its analysis, and the interpretation and presentation of results 
in the simplest manner possible. How well does Business Statistics 
meet this program ? It professes to be “only a beginning of the develop- 
ment of this subject,”’ yet certain things may be expected of it. 

In the first place there is no close definition of the field of business 
statistics. The editor gives his conception of the field of business statis- 
tics in the Preface, where business statistics are defined as “‘ numerical 
statements of facts, exclusive of financial accounts, which are used in 
business administration.” The reader is at the same time reminded that 
statistics “deal with aggregates as masses which are sufficiently large 
to reveal types of standards even if individual units show wide variation.” 

There are two classes of business statistics, (1) external, (2) internal. 
External statistics indicate market conditions and general tendencies in 
business. Internal statistics pertain to the processes and operation of 
the business unit itself. The needs of business administration are the 
controlling factors in the choice and analysis of the data available. 
There is no attempt made to distinguish between the field of accounting 
and the field of business statistics, nor between the field of economic 
statistics and the field of business statistics. 

The book is divided into five chapters. The first two chapters, 
comprising about one-fourth of the book, are devoted to statistical 
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methods and statistical indexes of business conditions. With the excep- 
tion of one or two the selections here are the best available. The making 
of questionnaires, the general types of statistical units, the use of index 
numbers, the theories of business cycles, and the sources of information 
of business statistics ef the external type are well treated. The methods 
of tabulation are very inadequately treated and for methods of presenting 
data in graphical form the student is referred to special treatises. In 
_ view of the large use and possibilities of graphical presentation in actual 
business one cannot help feeling that at least a considerable effort should 
have been made to show the large place graphs should occupy. 

The author reprints his own article on statistical indexes of business 
conditions from the Quarterly Journal of Economics (XXIX, 522-62). 
The recent work of Persons of Harvard University and Clark of the 
University of West Virginia shows the methods used by Copeland quite 
inadequate. Much further investigation along this line needs to be 
made before we shall have adequate indexes of business conditions. 

The third, fourth, and fifth chapters deal with sales and advertising 
statistics, factory statistics, and statistics for the chief executive, 
respectively. How largely Printer’s Ink and System are drawn upon is 
shown by the fact that of fifty-nine selections in the foregoing three 
chapters, twenty-eight are taken from these publications. 

The selections of the last three chapters give an impression of the 
importance of the use of statistics in business, a description of many 
of the original forms and records used in business, and a statement of 
the essential problems of management. The selections used are the 
best available and are arranged in logical sequence. However, the 
actual forms, tables, and graphs for the most part have been omitted in 
the reprint of the selections. Here is a defect of no small account, for 
the collector and tabulator of business statistics cannot have too thorough 
acquaintance with the best forms and records that business has devel- 
oped. Since the book is professedly a beginning, would it not have been 
better to try to cover fewer topics and present these more adequately ? 

There is scarcely anything in the way of defining concrete statistical 
units for business statistics. The discussion of statistical averages in 
the part on method finds little application in following chapters. Very 
little space is devoted to coupling statistical method to the problems 
presented. One feels that the chapters on method are practically 
unrelated to the chapters that follow. The fact that the book is a 
collection of essays on different phases of business makes a systematic, 
close-knit treatment almost impossible, no matter how great care the 
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editor may take in choosing his material. The editor’s introductions to 
the different chapters are excellent. 

Business Statistics is a pioneer in a rapidly developing field. With 
all its shortcomings, it is a timely volume in view of the present move- 
ment for efficiency emphasized by the war. To call attention to the 
field of business statistics, to present its main outlines, and to state 
many of its essential problems are indeed long steps forward. The 
requirements of administration of large business units and the increasing 
growth of public direction and control make business statistics more and 
more a necessity. One wonders whether the development of the science 
can meet the increasing practical demands on it in view of the industrial 
development that will surely take place after the coming of peace. 


Cuartes A. DICE 
CoLoRADO COLLEGE 


An Introduction to Statistical Methods. By Horace SeEcristT, PH.D. 
New York: Macmillan, 1917. Pp. xxii+482. 

Professor Secrist’s book represents a determined, and on the whole 
a successful, effort to present in a clear and practical manner the essen- 
tials of statistical method, as opposed to its refinements. While many 
features of the book present what must appear to the scientific student 
as crudities and lacunae, it gives to those who make and use statistics in 
social and business problems the most that they really need, and in 
readily comprehensible form. The strong point of the treatment is its 
concrete and practical character, especially its handling of actual pro- 
cedure and emphasis on the nature of sources of information, and its 
selection and clear presentation of fundamentals. There is little doubt 
that subtleties of method, especially the greater portion of the mathe- 
matical manipulation through which crude social data are often forced, 
are not only useless and repellent to the average mind but misleading 
and pernicious as well. Professor Secrist’s presentation is well calcu- 
lated to implant in the reader’s mind a common-sense view of the sub- 
ject, a critical attitude toward data, and a wholesome appreciation of 
the limitations of ostensibly precise statements in figures. 

The plan of the work includes three introductory chapters on the 
meaning and application of statistics, sources and collection of data, and 
units of measurement. Then follows an illustrative chapter describing 
a model wage investigation, then three chapters on presentation, tabular, 
diagrammatic and graphical, a chapter on averages, two on index num- 
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bers and one each on dispersion and skewness, and correlation. Minor 
criticisms would be, first, occasional serious lack of clearness in the style, 
with unnecessary use of technical words and phrases. The almost com- 
plete elimination of symbols and formulae probably makes for harder 
rather than easier reading in fact. The unfamiliarity with and prejudice 
against symbolic notation on the part of large classes of readers must 
be taken into account, but should not be humored too far. The intro- 
ductory discussion seems to be needlessly full on some points, yet on 
the whole to presuppose considerable familiarity with the actual use of 
statistics. There is a brief list of secondary (American) sources of sta- 
tistical data (pp. 16-19) and a full description of American index num- 
bers (chapter x), but one misses an objective account of the work of 
statistical agencies, and material relating to the problems they are sup- 
posed to solve or illuminate. 

The usefulness of the work as a college textbook would be greatly 
increased by the addition of material for problems and exercises. 

A deeper question, but one about which opinions naturally differ, 
is that of classification and arrangement of material. The basis chosen, 
as will be noted, is largely that of methods of presentation of results. It 
may be asked whether the character of the material itself or the prob- 
lems to which it relates would not be more fundamental bases of classi- 
fication. Adequate account is perhaps scarcely taken of the basic 
principle that description is for the purpose of understanding and ulti- 
mately for the purpose of control; in consequence, the guiding con- 
sideration throughout should be the discovery and exhibition of causal 
relations. In this connection more might be said on the selection of the 
facts to be gathered and presented and the analysis of data for bring- 


ing out the information they potentially contain. 
F. H. Knicut 


UNIVERSITY OF CHICAGO 


Use of Factory Statistics in the Investigation of Industrial Fatigue. A 
Manual for Field Research. By Puittp SARGANT FLORENCE, M.A., 
Pu.D. (Studies in History, Economics, and ‘Public Law, Vol. 
XXXI, No. 3.) New York: Columbia University, 1918. Pp. 153. 
As the sub-title, “A Manual for Field Research,” indicates, this monograph 

deals with methods rather than results. References to actual investigations 

(by the author and others) contain considerable up-to-date information, but 

this is illustrative merely and no effort is put forth to make it systematic or to 
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draw general conclusions. Indeed—and this will be missed by student 
readers—there is no attempt to estimate the real value of the sort of research 
discussed or the dependability or general significance of the results attainable. 
Intended simply as a practical guide for the concrete work of investigators 
in whom no high degree of education or training may be presupposed, the study 
is limited to elementary questions of procedure and interpretation. The analy- 
sis of the problem into its elements, however, is clear and thorough and the 
directions and precautions sound and practical. The outline of the presenta- 
-! tion is elaborate and formal to the verge of the pedantic. Part V, on “The 
Demonstration of Conditions Predisposing to Fatigue,” meaning conditions 
affecting it either way, raises in especially acute form the deeper questions of 
statistical logic, as to uniformity of fundamental conditions, representative or 
typical character of situations, margin of error, etc., which are not broached 
by the author. 
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For Early Publication in the 
Journal of Political Economy 


Cartels During the War. By Novz. 


A comprehensive study of the cartel situation in many countries 
in the light of war experience. 


Food Control and Price-Fixing in Revolutionary France. 
By IlENry E. Bourne. 
This study reveals many fundamental difficulties in price control 
which are applicable to the situation of today. 


Some Problems of Industrial Readjustment. By Davin 
FRIDAY. 


Control of International Banking. By O. M. W. 
SPRAGUE. 


Revising the Basis of Railroad Control. By J.M.CLark. 


Among the books soon to be reviewed are: 


Roprnson and West: The Foreign Policy of W oodrow Wilson. 
Ey: Principles of Economics—Third Edition. 

Woops: Unified Accounting Methods for Industries. 

Hare: Valuation and Rate-Making. 


MacGrsson: Railroad Rates and the Canadian Railroad 
Commission. 


Instincts in Industry. 


A 
ae 
. 4 


BOOKS FOR THE DISCUSSION METHOD 
OF TEACHING ECONOMICS 


MATERIALS FOR THE STUDY 
OF ELEMENTARY ECONOMICS 


By MarsHatt, Wricut, and Fre.p, 
University of Chicago 
A carefully edited collection of rei adings 
illustrating the workings of economic prin- 
ciples in actual life. 
046 pages, $3.00, postage extra 
(weight 3 lbs. 6 oz.) 


CURRENT ECONOMIC PROBLEMS 


By Hamitton, Amherst College 
Suitable for a course in current economic 
problems or in general economics. An at- 
tempt is made to present both sides of all 
disputed questions. 
830 pages, $3.00, postage extra 
(weight 3 lbs. 2 oz.) 


AGRICULTURAL ECONOMICS 


By Nourse, University of Arkansas 
The writings of numerous specialists upon 
various phases of the subject, together with the 
editorial introductions, form an effective com- 
bination of text and collateral book of readings. 
022 pages, $2.75, postage extra 
(weight 3 lbs. 3 oz.) 


PRINCIPLES OF MONEY AND 
BANKING 


By Moutton, University of Chicago 
The principles of money and banking are 
developed in a series of readings, the object 
being to afford a thorough understanding of 
the present system and its development. 
826 pages, $3.00, postage extra 
(weight 3 lbs. 1 oz.) 
Principles of Banking is the second part of 
the foreg roing volume, bound sepé rately, for 
the convenience of institutions in which 
a separate course in this subject is offered. 
530 pages, $2.00, postage extra (weighs 2 lbs.) 


OUTLINES OF ECONOMICS 


Developed in a Series of Problems 
By the Department of Political Economy of 
the University of Chicago. 

A question book for use with the Materials 
or with a textbook. 


160 pages, 50 cents, postage extra 
(weight 13 02.) 


EXERCISES IN CURRENT 


ECONOMICS 


By Hamiton, Amherst College 

Serves as an aid in the working out or 
elucidation of the principles presented in the 
book of readings. 

118 pages, 50 cents (53 cents postpaid) 


OUTLINES OF AGRICULTURAL 


ECONOMICS 


By Nourse, University of Arkansas 

Just published to accompany the book of 
selections. Will stimulate and direct private 
study and classroom discussions. Covers the 
subject thoroughly and independently. 

106 pages, 50 cents (54 cents postpaid) 


EXERCISES AND QUESTIONS for 


use with PRINCIPLES OF MONEY 
AND BANKING 


By Mov tron, University of Chicago 
Furnishes an abundance of interpretative 
questions and concrete problems which develop 
an understanding of the facts and views pre- 
sented in the book of readings. 
108 pages, 50 cents (54 cents postpaid) 


READINGS IN THE ECONOMICS OF WAR 


By Crark, University of Chicago, Hamrtton, Amherst College, Mouton, University of Chicago 
This volume of Readings has been prepared with a double end in view: First, to render available 
in concise form the mass of material of an economic nature pertaining to the world-war and to organ- 
ize this material in such a way as to make it serviceable as a foundation for courses in the economics 
of war and reconstruction; second, to provice material which may be used in a collateral capacity in 
connection with general courses In economics 
668 pages, $3.00, postage extra (weight 2 lbs. 8 oz.) 
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Industrial Insurance 
in the United States 


By CHarLes RicHMOND HENDERSON 


HIS book, revised and enlarged for the English- 

speaking public, has already been published in a 

German series. The introduction contains a 
summary of the European laws on workingmen’s in- 
surance against accident, sickness, invalidism, and old 
age, with statistics to 1908. The text describes the 
various forms of social insurance known in the United 
States and Canada; local clubs and associations, fra- 
ternal societies. trade-union benefit funds, schemes of 
large firms, corporations, and railways. One chapter 
is directed to labor legislation and another to employ- 
ers’ liability laws. Illustrations of the movement are 
given in chapters on municipal pension plans for 
policemen, firemen, and teachers; also the military 
pensions of the federal government and southern states. 
The appendix supplies bibliography, forms used by 
firms and corporations, text of bills. and laws on the 
subject. 
x+454 pages, 8vo, cloth; $2.00, postage extra 

(weight 2 lbs. 6 oz.) 


Published by 


The University of Chicago Press 


CHICAGO ILLINOIS 


Value and Distribution 


BY HERBERT J. DAVENPORT 


Professor of Economics, the University of Missouri 


The author thus defines his position 
in his preface: “Since the time of Adam 
Smith, economic theory has been in 
possession of doctrines enough for a rea- 
sonably complete, consistent, and logical 
system of thought—if only those doc- 
trines had been, with a wise eclecticism, 
properly combined and articulated. The 
emphasis in the present volume upon the 
entrepreneur point of view in the compu- 
tation of costs and in the analysis of the 
process by which distributive shares are 
assigned, has nothing new in it; it .was 
necessary only that the point of view be 
clearly distinguished, consistently held, 
and fully developed.” 

500 pages, 8vo, cloth; price $3.50, postage 
extra (weight 2 Ibs. 12 02.) 


The University of Chicago Press 
Chicago, Illinois 


UNFAIR COMPETITION 


By W. H. S. STEVENS 


Sometime Professor of Business Admin- 
istration in Tulane University. Editor 
of Industrial Combinations and Trusts 


Mr. Stevens examines 
twelve methods of competi- 
tion selected from the prac- 
ticeof moderncorporations 
and trusts, and discusses 
an economic standard for 
judging their fairness 
under present legislation. 
“One of the most valuable books 
for the legal profession and busi- 


ness men now before the pub- 
lic.” — Western Trade Journal. 


278 pages; $1.50, postage extra 
(weight 1 lb. 3 05.) 
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READINGS IN 
INDUSTRIAL SOCIETY 


Edited by LEON C. MARSHALL 
Professor of Political Economy and Dean of the School 
of Commerce and Administration 
The University of Chicago 
This text which comprises 
both readings and out- 
lines, is a timely work in 
view of the increasing im- 
portance of our industrial 
system. A thorough un- 
derstanding of industrial 
questions and a_ back- 
ground for present devel- 
opments are given. The 
usual plan is followed of 
giving writings from those 
intimately connected 
with the various ques- 
tions underconsideration. 


1,106 pages, cloth; $3.50, postage extra (weight 4 tbs.) 
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POSITIONS OF ALL KINDS 


Never was the demand so great fer qualified 
teachers and specialists. For nine years we have 
given our time and energy to this work. Write for 


our free literature. State qualifications briefly. 
Co-operative Instructors’ Association 
Marion - Indiana 


Send for our Descriptive Educational 


Catalogue. Contains text and _ reference 
books forelementary schools, high schools, normal 


schools, colleges, and universities. Free on request 


The University of Chicago Press 
Chicago - Illinois 


Railway Economics 


A Collective Gatalogue of Books in Fourteen American Libraries 
Prepared by the Bureau of Railway Economics 
Washington, D.C. 

In the present work the Bureau of Railway Eco- 
nomics has undertaken to list the works relating to the 
economics of railway transportation that are cata- 
logued in thirteen of the principal libraries of this 
country, together with those in its own collection. The 
Table of Contents is very comprehensive, and makes 
easy an almost instant reference to any subject or class 
of works that may be desired. The value of the book 
as a work of reference is greatly enhanced by acomplete 
index (2s pages) of the names of all authors. 


+446 pages, 8vo, cloth; $30 00, postage extra 
(weight 3 Ibs. 8 oz.) 
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A history of Suffrage 
in the United States 


By KIRK PORTER 


The purpose of this timely historical study 
q is to bring out the fact that a vigorous fight 

has been going on ever since 1776 to secure 
suffrage for some large and discontented group— 
ever growing larger and more discontented until it 
finally included women. Many will be surprised 
to learn that the franchise was so limited when 
the Constitution was adopted, and the -histories 
give but scant hint of the fact that in the early 
decades of the last century the greatest states- 
men were throwing the whole weight of their logic 
and oratory in favor of restricting the suffrage to 
the small groupof property ownersand taxpayers. 


@ An attempt is made in the book to carry the 
reader rapidly on from decade to decade without 
getting lost in the details of local history. Politi- 
cal ideals, arguments, and theories, social condi- 
tions, and economic circumstances that caused 
men to want the suffrage and think they had a 
right to it have been sought out, and thus the 
development of the move toward universal suf- 
frage has been traced in its broader aspects. 


@ Special emphasis has been placed on the Civil 
War, the reconstruction period, and negro suf- 
frage, which is so vitally connected with Con- 
gressional representation. So far as the latest 
phase of the subject is concerned, woman suffrage, 
the author has given the reader a background 
from which he can approach the issue in the light 
of other suffrage history. 


xi + 260 pages, 12mo, cloth; $1.25, postave extra (weight 1 lo. 2 oz.) 


Other Timely Books in This Field 


History of the Australian Ballot in the United 
States. By Expon C. Evans. 75 cents, 
postage extra (weight 9 0z.). 

Standards of American Legislation. By Ernst 
FREUND. $1.50, postage extra (weight 1 lb. 
10 02.). 

Unpopular Government in the United States. 
By ALBERT M. KALES. $1.50, postage extra 
(weight 1 Ib. 8 0z.). 

The Courts, the Constitution, and Parties. 
By AnpREW C. MCLAUGHLIN. $1.50, postage 
extra (weight 1 Ib. 10 0z.). 


ORDER BLANK 


The University of Chicago Press 
Chicago, Illinois 
GENTLEMEN: Please send me A History of 
Suffrage in the United States, by Kirk Porter, for 
which I inclose $1.25 plus postage (weight 1 Ib. 
2 0z.). Also the following books for which I 


Name 
Address 


All remittances s should be made payable to The U niversity 
of Chicago Press, in postal notes, express orders, or bank 
drafts. 
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A History of Suffrage in the United States 
By Kirk Porter, Kansas State Normal School. 272 pages, cloth; $1.25, 
postage extra (weight 1 lb. 2 02.) 
This volume presents a panoramic picture of the entire United States 
from decade to decade without getting lost in the details of local his- 
tory. The reader is provided with a background from which he can 
approach the unsolved suffrage questions with a knowledge that he 
might not be able to gain elsewhere. 


Starved Rock State Park and Its Environs 
By Cart O. SAvER, University of Michigan; Gitpert H. Capy, Illinois 
State Geological Survey; HENRY C. CowLEs, University of Chicago. 158 
pages, cloth; $2.00, postage extra (weight 1 lb. 1 02.) 
The park and its surroundings have a number of features, such as the 
beautiful little canyons, which are unusual in this part of: the country. 
The study includes the geography, geology, and botany of the park, and 
the exploration, settlement, and development of the region. 


A Field and Laboratory Guide in Biological Nature-Study 
By Exuio7 R. Downtno, The School of Education of the University of 
Chicago. Looseleaf. Inserted in envelope to fit. $1.00, postage extra 

This is a loose-leaf notebook for the use of the student. It is to be 

used in connection with laboratory work and field trips, and provides 

for making records of observations of plants and animals. A Source 

Book in Biological Nature-Study, for teachers’ use, is in press. 


The Relation of John Locke to English Deism 
By S. G. HEFELBOWER, Washburn College. 196 pages, cloth; $1.00, post- 
age extra (weight 14 02.) 
The author presents evidence to prove that the several widely accepted 
historical opinions regarding the relation of Locke to English Deism are 
wrong, and that the two are related as co-ordinate parts of the larger 
progressive movement of the age. 


A Survey of Religious Education in the Local Church 
By WitutAM C. Bower, Transylvania College. 144 pages, cloth; $1.25, 
postage extra 
This book is a result of the author’s experience with the survey method, 
and has been prepared to make possible a careful survey of religious 
education in the local church. It presents the treatment of the social 
survey, the educational survey, and the survey in religious education. 
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Make the Day’s Fortnose who know 
Work Bigger | 


@. Not by putting more work on 
your typist, but by relieving her of 
it and putting it on the machine. 
@. Let the machine do it. This 
is the time-saving secret of the 


Eternal Writing Ink 
Engrossing Ink 
Taurine Mucilage 


e 9 


Drawing Inks 


Drawin 
oa Liquid Paste 


Vegetable Glue, Etc. 
Are the Finest and Best Inks and Adhesives 


Emancipate yourself from the use of corrosive and 
ill-smelling inks and adhesives and adopt the 
Higgins inks and Adhesives. They will bea 
revelation to you, they are so sweet, clean, well 
put up, and withal so efficient. 


At Dealers Generally 


REMINGTON TYPEWRITER COMPANY CHAS. M. HIGGINS & cO., Mfrs. 


Incorporated Branches: Chicago, London 
374 BROADWAY NEW YORK, N.Y 271 Ninth Street Brooklyn, N.Y. 


BALOPTICON 


THE PERFECT STEREOPTICON 


Invaluable for instruction and lecture work— 
an ideal projection lantern for classroom, 
laboratory, or auditorium. Models for 
either lantern slides or opaque objects 
(photo prints, postcards, specimens, etc.) 
orboth. Equipped with the new gas-filled 
Mazda lamp, absolutely automatic. More 
complete models for microscopical and 
all known forms of optical projections. 

Because of the demands made upon our resources 
for some of the government's most important military needs, we are unable to make Balopticon 
deliveries for the present. While proud to be of service in this world crisis, we shall expect 
to serve our other patrons even more efficiently than before, when the world is again at peace. 


Bausch lomb Optical G. 


654 ST PAUL STREET, ROCHESTER, N.Y. 
NEW YORK WASHINGTON CHICAGO SAN FRANCISCO 
Leading American Makers of Microscopes, Photomicrographic and Projection Apparatus (Balopticons), Photographic and 
Ophthalmic Lenses, Stereo-Prism Binoculars, ee) = Sights, Searchlight Reflectors, and Other Figh- Grade 
iptica roducts 


Self-Starting 
Remington 


Combined Balopticon 
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